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THE BANKING QUESTION IN CONGRESS 


After two sessions of the Sixty-second Congress, and confront- 
ing a presidential election which involves a contest of unprecedented 
bitterness, the two chief political parties of the country find them- 
selves forced to face with greater seriousness than heretofore the 
question of banking reform. The fact that reform in American 
banking legislation is needed has been recognized for many years 
past. That such reform can be had, few were willing to admit 
until very recently. Unexpected improvement in the outlook for 
ultimate legislation has led many to think too lightly of the obstacles 
in the way. They have neglected the fact that what is done 
must be done through Congress, and that the temper and composi- 
tion of that body—its prejudices, precedents, and political neces- 
sities—must color and shape the action taken. How Congress 
views the question of banking legislation is an element in the 
problem of legislation which is too often neglected. It is too 
frequently assumed that, granted the force of an aroused public 
opinion demanding congressional action, the result will be enact- 
ments of the type desired. This overlooks the fact that public 
opinion can dictate neither the form nor the details of legislation, 
and can at best indicate the general drift of what it desires. The 
compromises that are resorted to in reconciling conflicting views, 
the concessions to various interests that are permitted in shaping 
the laws are largely within the determination of the legislative 
body itself, and are only remotely subject to the dictation of the 
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community. Experience in the past shows what Congress is likely 
to do under certain leadership, and thereby indicates the points at 
which special precaution is needed to protect the community 
against dishonesty, errors of judgment, or fatal compromises. 


I 


Probably the chief obstacle to real success in banking reform 
is found in the hostile predisposition of Congress. For many 
years, it has been the fashion to object to anything looking to 
sound legislation on that subject. Why this should be so is a 
question which can be answered only by a reference to the condi- 
tions which have permitted complex industrial and financial issues 
to be made the subject of partisan manipulation and misrepresenta- 
tion. For years after the Civil War, such questions as the tariff, 
the currency, banking, bond issues, and the like, were vehicles for 
the expression of fanatical and partisan views, often carefully 
calculated for the purpose of imposing upon ignorant voters who 
were susceptible to appeals of the sort. 

It would be difficult indeed to say which of the two old parties 
was the more guilty in this respect. Both sought to make use 
of popular prejudice for the attainment of their own ends and the 
Republicans must probably be blamed only for being more suc- 
cessful than their Democratic rivals in the infliction of their notions 
upon the country. From the period of the inflation bill, during 
the second Grant administration, down to the Sherman silver 
purchase act of 1890, the history of Republican legislation on the 
subject of money and banking has been a long record of disgrace 
and misrepresentation. The Democrats, starting creditably with 
the repeal of the Sherman act of 1893, swiftly fell under the control 
of the bitter and extreme members of the party and were obliged 
to yield to Bryanism and swear allegiance to the silver heresy, 
The imperfect gold standard act of 1900 is the only redeeming 
action on the part of the Republicans since the crucial campaign of 
1896, and even that was passed with fear and trembling because of 
the widespread character of the demand for a free silver policy. The 
Republican party cannot complain that the demand for better 
banking legislation has never been cogently represented to it, for 
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the reverse is the case. For fifteen years the banks of the country 
have been demanding relief from the evils of the bond-secured 
currency system; and, since the panic of 1907, they have been 
urging the necessity of a better general organization of commercial 
credit. Yet only the abortive and useless Aldrich-Vreeland law 
of 1908 has come in reply to their requests, and even that was 
granted only under the greatest stress and urgency. There is 
little ground either to believe that the party leaders are well 
informed about banking, or to expect that they would be disposed 
to put their views into effect if they were. In session after session, 
the most urgent representations have been made to the Republican 
leaders. Bill after bill designed to relieve the existing conditions 
has made its appearance at the Capitol, only to be relentlessly 
rejected by the political triflers and jugglers who were in charge 
of events. Of the long series of measures proposed between 
1900 and 1908, not one received the barest consideration, and not 
one was granted the courtesy of a debate on the floor. They 
could be brought before the House only by some four de force 
which resulted in permission to speak, accompanied with “‘leave 


to print.” In the Senate so strong was the power of the Republican 
machine, under the direction of Nelson W. Aldrich of Rhode 
Island, that nothing could be hoped for, and scarcely a member 
even thought it worth while to appear on the floor to discuss 
questions relating to banking. 


II 


A most serious hindrance to the passage through Congress of 
any real legislation with reference to banking or currency questions 
is the present lack of satisfactory organization for the discussion 
of the subject. Under the existing system in the two Houses, 
bills on these subjects are referred to the Banking and Currency 
Committee of the House of Representatives and the Finance 
Committee of the Senate. Whatever is done must theoretically 
pass through these bodies; and, with the control of Congress in 
its present hands, probably will do so. The character and make-up 
of the committees at the present moment and the conditions by 
which they are surrounded, are, therefore, the first phase of the 
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present situation that deserves careful study in the effort to form 
an accurate opinion of the outlook. 

Although the presidential election of 1896 had been won dis- 
tinctly upon the currency question as an issue, it was early deter- 
mined by the leaders to avoid action on the question, so far as 
possible, for several years to come. In pursuance of this end, 
Speaker Reed united in the Banking and Currency Committee 
after 1896 as many incongruous elements as possible. Mr. Reed 
reasoned, and with accuracy, as the event showed, that the presence 
of these divergent elements on the committee would insure the 
inability of the committee to attain any unanimity of opinion 
and would necessitate a continuance of the divergence of view 
which had already become characteristic of the leaders of thought 
on banking and currency legislation. The Banking and Currency 
Committee fully warranted the expectations which had been enter- 
tained with reference to it, periodically submitting reports which 
either were supported by a bare majority of the membership, or 
were merely submitted by the chairman without the concurrence 
of his associates save in the most formal manner, if at all. This 
example was followed by succeeding speakers, both Mr. Henderson 
and Mr. Cannon pursuing the plan of maintaining the committee 
in an ineffective condition. Although, therefore, the Banking and 
Currency Committee, from 1897 to 1908, was one of the most 
active of the committees of the lower house of Congress, it never 
succeeded in getting the slightest attention for its reports or 
recommendations. Chairman Charles N. Fowler of New Jersey, an 
intelligent and well-informed man, devoted much of his time and 
attention to the forwarding of currency and banking reform bills and 
gave large sums of money to be spent in the preparation and dis- 
tribution of literature, in traveling about for the purpose of making 
educational addresses on the subject, and in other similar modes of 
agitation. So long as his efforts did not appear likely to meet 
with success, he was permitted to retain his place at the head 
of the committee, but so soon as he had succeeded in organizing 
an effective body of public opinion to work against the type of 
legislative tyranny represented by Mr. Cannon, he was summarily 
removed and one of the Speaker’s own familiars was put in his 
place. 
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Meantime, however, the Republican machine organization 
which controlled the lower chamber had acquired the habit of 
acting without reference to the Banking and Currency Committee 
whenever it thought best to pass some legislation relating to the 
currency and banking question. When, for reasons deemed 
sufficient by the leaders of the party, it was judged wise to adopt 
some gold standard legislation preparatory to the presidential 
campaign of 1900, the subject was rudely taken away from the 
Banking and Currency Committee of the House, and a little ring 
of leaders, meeting at Atlantic City, N.J., shaped what later became 
the so-called gold standard act of March 14, 1900. It would be 
absurd to say, as some have done, that this action was taken 
“‘at the behest of the bankers of the country.” The bankers 
desired nothing more at the time than that the plans of the Bank- 
ing and Currency Committee of the House should be carried out 
in some form, or that the plan which had been perfected by the 
Indianapolis Currency Commission should be taken up for con- 
sideration. They did not approve of the defective and incomplete 
provisions of the gold standard act of 1900, though they recog- 
nized that the act was better than nothing. The measure of 1900 
was essentially political in its origin and purpose and contained 
vicious features which nearly offset the better qualities unques- 
tionably possessed by certain of its sections. It had, in fact, all 
the marks of a bili hastily shaped in secret by a group of politicians 
none too well informed upon the topic they were treating and, 
though equipped with the raw material on which to work, ignorant 
of the proper methods by which to form the measure they were 
planning. The success of the machine method of suppressing 
banking legislation originating with the Banking and Currency 
Committee was, however, so satisfactory, and the gold standard 
act, despite the criticism accorded to it in scientific quarters, 
proved so effectual in meeting the meager demands of partisan 
politics, that it was resolved to do nothing further, and to keep 
the committee in its ineffective state as long as possible. This 
fine old policy was religiously adhered to until the panic of 1907, 
when the method of 1900 was again resorted to. 

The situation at the opening of Congress in December, 1907, 
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was at once more favorable and more hopeless than had existed 
for a long time. There was an undoubted popular demand for 
action. The panic and the accompanying business and banking 
failures had concentrated attention on the currency question, so 
that what had been a matter of indifference was now the topic of 
foremost interest in the public mind. At the same time, members 
of Congress were pressing forward with banking plans. Many of 
these were of an unpractical character, representing in some cases 
the fads and hobbies of their authors, and in others the work of 
one-ideaed constituents who were insisting upon recognition for 
their favorite projects in Congress. Hardly had Congress opened 
when there was an avalanche of bills relating to banking. The 
Banking and Currency Committee of the House and the Finance 
Committee of the Senate found themselves overwhelmed with 
measures demanding consideration. So great was the multitude 
of these measures that probably only a very small percentage, if any, 
of them, ever received real study from the committees to which 
they were referred. The chairmen of the committees, however, 
at once began the task of developing their own plans, and out of 
this effort appeared the so-called Fowler bill in the House and the 
rival Aldrich bill in the Senate. Senator Aldrich had no trouble in 
securing the formal consent of the Finance Committee to the re- 
porting of his bill. Representative Fowler found more difficulty in 
winning the members of the Banking and Currency Committee, but 
ultimately succeeded in getting a favorable report for his bill by a 
small majority. The Fowler bill, as thus placed before the House, 
called for an issue of bank notes to be made by national institu- 
tions on the so-called asset currency plan, while the Aldrich measure 
sought to meet the shortage of national bonds then existing by 
permitting the issue of notes secured by state, municipal, and 
private bonds deposited with the Treasury. The Aldrich plan 
was essentially a scheme for the continuation of the method of 
note-issue pursued for many years past; the Fowler measure 
called for the application of a new idea. Republican leaders had, 
however, decided against the Fowler plan, and in favor of that which 
had originated in the Senate. The matter was taken out of the 
hands of the Banking and Currency Committee, and at party 
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caucuses arrangements were made for perfecting a bill suited to 
the needs of the organization. Reports to these caucuses were 
rendered by a specially chosen committee, and these reports were 
finally crystallized into what subsequently became known as the © 
Vreeland bill, later consolidated with the Aldrich measure into 
the Aldrich-Vreeland act. 

In the Senate, the attitude adopted toward the question of 
banking and currency reform has been as unsatisfactory and 
indecisive as in the House. From 1897 to 1908, the Senate Finance 
Committee gradually became more powerful than ever before, 
and through it a little coterie of leaders almost completely domi- 
nated the Senate itself. A cardinal feature of the policy of this 
coterie was the refusal of any action on banking or currency. 
During the five years before 1907, nothing more clearly marked 
out a senator as an incompetent dreamer than the advocacy of a 
banking bill; nothing so promptly called forth the taunts and abuse 
of the Lourbons in the upper chamber as the suggestion that 
something was needed for the purpose of correcting a bad condition 
in the monetary system. Even the requests of the comptrollers of 
the currency and the secretaries of the Treasury for necessary legis- 
lation on points of detail were coldly pigeonholed or sharply refused. 
So utterly hopeless did the situation seem that it even became the 
fashion with some secretaries of the Treasury to out-Herod Herod 
in their allegiance to the situation as it was. Secretary Shaw 
boldly accepted the existing régime, proclaimed the virtue of 
the banking and Treasury situation established by existing law, 
and asked Congress for a fund of $100,000,000 with which to 
“play the market” as occasion might demand, depositing coin 
in the banks or drawing it out according as it was desired to make 
bank credit cheap or expensive. The final result of this indifference 
or acceptance of vicious conditions was the panic of 1907 which 
must ultimately be traced to the refusal of Messrs. Aldrich and 
Cannon to permit legislation, the indifference and contempt of 
President Roosevelt toward the whole issue as “not involving a 
moral principle,’ and the joyous exultation of Secretary Shaw in 
a dangerous situation which permitted him to play with the high 
explosives that an unwise currency and banking system had stored 
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within his reach. The coming-on of the panic concentrated the 
attention of the country on the need of legislation. We have 
seen how this need was met in the House. In the Senate, the call 
was answered by a bill at first designed fo cure the stock-jobbing 
and overspeculation of the ante-panic period by opening the way 
to still wilder stock-jobbing and “boosting.” This original Aldrich 
bill aimed practically at the direct coinage of miscellaneous bonds 
into terms of currency by permitting the owners (banks) to deposit 
such bonds with the Treasury, and to take out on them as security 
emergency notes which they were at liberty to use as they saw fit. 
It would have been possible, by continuing the rake’s progress of 
overcapitalization, issue of bonds, underwriting of the securities, 
depositing the securities with the government, and getting out 
currency thereon, to open an unprecedented era of overtrading 
and corporate graft. This bill was promptly “railroaded” through 
the Senate Finance Committee, and was supported on the floor 
of the Senate by its author in a speech in which he represented 
the necessity of getting a market for bonds in general—a market 
which, he asserted, could be secured by the adoption of his bill. 
It was the essential rawness and the crudity of this impossible 
and unusual scheme which led the House to balk when thus 
requested to play into the hands of a clique of bond speculators, 
and to insist upon the amalgamation of the Vreeland bill with it, 
as well as upon the addition of provisions intended to take away 
the profit to be had by thus converting bond issues into currency. 


Ill 


An unexpected turn was, however, given to affairs by the 
provision of the Aldrich-Vreeland act which called for the appoint- 
ment of a commission to be known as the National Monetary 
Commission and to consist entirely of members of the Senate 
and House. This commission was immediately organized and 
continued to do sporadic work until March, 1912, when it was 
dissolved by virtue of an act of Congress passed in the preceding 
August, just before the close of the special session of Congress 
summoned by President Taft for the discussion of the reciprocity 
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question. Persons employed by the National Monetary Com- 
mission prepared a large series of books on various historical 
and current phases of the banking question, but the only significant 
feature of its work is found in a bill drafted under the auspices of 
the commission and finally laid before Congress with a brief 
accompanying report giving the reasons for the measure. This 
measure was at once introduced into Congress by Senator Theodore 
E. Burton, himself a member of the commission, and was referred 
to the Senate Finance Committee. It is, therefore, before Congress 
in a complete and perfected form and requires only legislative 
action to become effective. The action taken in creating the 
National Monetary Commission, and in thus permitting it to 
prepare a bill for use as the basis of legislation, if not as the actual 
form of such legislation, is in line with the system which, as already 
seen, has been characteristic of Congress during the past fifteen 
years. The plan of having such a bill prepared and placed before 
Congress by some other than the regular committees intrusted 
with that duty is the lineal successor of the method by which the 
gold standard law of 1900 was prepared. But, strangely enough, 
just as the ground had been prepared for the adoption of some 
measure—a measure which, as things have turned out, would 
completely revolutionize the existing banking system—conditions 
in Congress suddenly changed. The control of the lower chamber 
slipped out of the hands of the old-line Republicans and into 
those of the Democrats, while in the Senate the development of 
the direct primary system and the general uprising against the 
methods of boss rule broke down the old personal machine which 
had been erected by Mr. Aldrich, When the Monetary Com- 
mission finally made ready to report, it found the political ground 
upon which it rested so completely cut away that no sure footing 
was left. The report of the commission fell dead upon a House 
wholly alienated from the personal control, and from the party 
which had been dominant when the commission was created; 
while in the Senate nearly as much hostility to its work was mani- 
fested. It was no longer true that masterful leaders in either 
house could force a bill of their own making upon the legislative 
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branch of the government, nor was it the case that the support 
of these leaders even afforded any genuine strength to the measure. 
If anything, such support was a source of weakness. This whole 
question of the legislation was thus made dependent upon its 
intrinsic merit and upon the capacity of the machinery provided 
in either House for considering and forwarding such a bill. 

The outlines of the Monetary Commission measure have been 
so fully discussed within recent months as to require no attention. 
They are thoroughly well known to all who have the slightest 
interest in the general subject. That the bill itself is more care- 
fully worked out, more fully elaborated, has been submitted to 
and approved by more different groups interested in banking 
reform than any similar bill heretofore offered for a long time 
past, there can be no question. That the bill is a startlingly new 
or especially ingenious proposal nobody would contend. Every 
idea contained in it will be found in bills introduced within the 
past few years and particularly in the bill establishing a federal 
reserve bank offered by Congressman Charles N. Fowler in 1908. 
The Monetary Commission bill is an old proposal modified in 
important detail, and better worked out than any plan of the 
kind heretofore presented, notwithstanding it possesses many 
dangerous and vicious features. We may, without fear of arousing 
too much difference of opinion, further concede that the essential 
notion embodied in the bill—that of the centralization of reserves, 
or of central banking as such—is a good one, sustained by expe- 
rience, and, if properly applied and controlled, demanded by the 
logic of the conditions of modern business and exchange. But 
all this does not make the measure itself necessarily an available 
legislative proposal. Its goodness depends upon its adaptability 
to the conditions existing among those who are called upon to 
act with reference to it, and the extent to which it can be success- 
fully applied to existing institutions. How far does this bill 
measure up to the requirements of the case when judged by these 
standards? How far does it represent a real progress from the 
standpoint of practical legislation? Why should not Congress 
take it as it stands, eliminate, perhaps, any details to which there 
may be well-founded objection, and pass it ? 
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IV 


One answer to these questions is furnished by the conditions 
which have been reviewed in the earlier portion of the present 
paper. The Democratic party, in reorganizing the House of Rep- 
resentatives, followed in the main the system of seniority which 
had been enforced during the Cannon régime. Such a system 
promoted to the headship of the committees those who happened 
to rank highest in seniority, independent of their knowledge of 
banking or interest in the subject. It would in any event have 
been likely to bar any who might have been specially capable to 
direct such work from the position of headship requisite to success. 
But as a matter of fact, it has not been necessary to face a situation 
where a wealth of expert ability was offered without power to 
make use of it. The Democratic House which came into office 
in the spring of 1911 contained an unusual number of absolutely 
new and inexperienced legislators. In many parts of the country 
the “landslide” which threw out the Republican House had not 
been expected. ‘The men who were put forward by the Demo- 
crats were frequently younger men who were willing to lead a 
forlorn hope. So far as knowledge of banking is concerned, there- 
fore, those who undertook to choose the Banking and Currency 
Committee along with the other committees, at the beginning 
of the special session of the Sixty-second Congress, would have 
found little in the way of expert capacity within their reach. 
Moreover, the committee-makers failed in many cases to choose 
for the new committee even the most capable men they might 
easily have chosen. There was a prevalent feeling at the beginning 
of the Sixty-second Congress that the committee was likely to 
remain dormant throughout the coming two years, and that 
nothing was less probable than immediate initiation of measures 
on its part. Under these conditions, the managers, perhaps, are 
not especially open to blame for placing upon the committee a 
body of men only two of whom had ever seen service in Congress 
and none of whom, with the exception of these two, had ever 
before participated in the shaping of legislation upon such a sub- 
ject. With the system of committee appointments which prevails 
in Congress, the new appointees could not have successfully 








880 JOURNAL OF POLITICAL ECONOMY 


protested against being thus placed even had they chosen to do so. 
The question of banking and currency legislation, however, is 
essentially technical. Men cannot originate measures relating to 
it without previous study or experience on the subject. It would 
be impossible and absurd to expect from a wholly untrained com- 
mittee instant action fitted to remedy one of the most entangled 
and difficult economic conditions by which the country has for 
years been confronted. But this raises the present question: 
Why should not this committee, so composed, simply accept the 
legislation proposed by the National Monetary Commission, give 
it an indorsement, report it, place it before the House of Repre- 
sentatives, and demand its enactment? No one familiar with 
legislative conditions, whether in Congress or elsewhere, would for 
an instant suggest that such action could be taken except under 
one of three conditions. It would be necessary either: (a) that 
there be a mandate from the party leaders specifically calling for — 
action by the committee favorable to the measure proposed by 
the National Monetary Commission; or (0) that there be absolute 
and perfect confidence on the part of the committee itself in the 
work of the National Monetary Commission both as a scientific 
and as a political matter; or (c) that there be so unmistakable 
and extensive a popular demand the country over in favor of this 
legislation or something closely akin to it as to make clear to the 
committee the political wisdom of taking the action desired. As 
a matter of fact, the leaders of the party have clearly understood 
among themselves that there was no harmony in their own ranks 
as to what should be done. They have not been convinced of the 
existence of a widespread popular demand for any action. They 
have consequently been disposed to suspend judgment, refrain 
from issuing orders, and leave the committee to act as it chose. 
With reference to the National Monetary Commission itself and 
the degree of confidence to be felt in its findings, there has been no 
doubt in the minds of Congressmen. Whether Republicans or 
Democrats, they have with one accord refused to believe in the 
work of the commission. There are several reasons for this atti- 
tude, partly psychological, partly political, and partly personal. 
The general distrust of former Senator Aldrich, the chairman of 
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the commission, which, whether merited or unmerited, was prevalent 
in Congress as well as out of it, accounts for a reluctance to act 
on the findings of the commission which has been characteristic 
of the present Congress. Rightly or wrongly, members of both 
parties have refused to take the report of the commission on trust, 
inasmuch as Mr. Aldrich was its head, independent of whether 
or not he had actually had much to do with the framing of its 
plan or not. Politically, it has been found that the so-called Bryan 
element in the party was still strong, and would resist anything 
calculated to render banking easier or more profitable. Politically 
again, the acceptance of the work of a commission organized 
under Republican auspices and dominated by members of the 
Republican party could hardly be thought of. Here again the 
question at issue was not one of statesmanship or of broad wisdom 
but of political advantage. There has been nothing to indicate 
that the acceptance of the plan of the National Monetary Com- 
mission would be wise from the selfish standpoint. Convinced 
that such was the case, and lacking conviction that the plan of the 
commission would wisely and satisfactorily dispose of existing 
difficulties, it is easy to see why members have taken no steps. 
There remains, therefore, only the question whether the public at 
large can or cannot be induced to express a definite opinion in 
favor of banking and currency legislation of a distinct kind, and 
can or cannot make this opinion effective with the leaders of Con- 
gress, with the Banking and Currency Committee, and, to some 
extent, with the rank and file. Whether this can be accomplished 
is a complex problem that deserves some detailed consideration. 


V 


At present the Banking and Currency Committee of the 
House of Representatives is composed not only of new members 
but it contains a large element of members who do not expect 
to return to Congress. The chairman of the committee has 
already announced his intention not to come back. Several 
other members, for one reason or another, probably will not 
reappear. Therefore the committee, made up as it is of human 
beings, is a body whose interest in securing legislation is decidedly 
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less active than it would be under some other conditions. Nor 
is the situation very much more hopeful in the Senate, although 
it is there decidedly different. There membership of the Finance 
Committee includes on the Republican side Boies Penrose of 
Pennsylvania, S. M. Cullom of Illinois, H. C. Lodge of Massa- 
chusetts, P. J. McCumber of North Dakota, Reed Smoot of Utah, 
J. H. Gallinger of New Hampshire, C. D. Clark of Wyoming, 
W. B. Heyburn of Idaho, and R. M. LaFollette of Wisconsin. 
On the Democratic side it includes J. W. Bailey of Texas, the 
ranking minority leader, F. M. Simmons of North Carolina, 
W. J. Stone of Missouri, J. F. Williams of Mississippi, J. W. Kern 
of Indiana, and C. F. Johnson of Maine. While none of these 
men, except Kern and Johnson, are figures of recent arrival in 
the Senate, very many of them are new figures in the Finance 
Committee. There are a few who survived the reorganization 
which followed the substitution of syndicate control of the Repub- 
lican machine for the autocratic power of Nelson W. Aldrich. 
But even of these men, hardly any profess familiarity with banking 
questions or would be serviceable in drafting a bill. Senator 
Bailey of Texas, one of the older members, openly professes a 
belief in government issues of notes, and probably nothing much 
better can be expected of the Democrats associated with him. 
The bulk of the Republicans are either admittedly ignorant of 
the whole subject or inclined toward erroneous financial theories. 
A few are not committed to anything and are seeking to inform 
themselves, but even they are not particularly able to do so. 
While, however, the reasonable expectation would be that the 
Republican majority on the committee would simply indorse the 
main features of the National Monetary Commission plan, there 
are some reasons why this can hardly be done. Experience during 
the past two years has shown that the Senate is sharply under 
suspicion and that its membership is by no means so firmly seated 
in the saddle as was formerly the case. On the floor, at least 
three groups—conservative Republican, progressive Republican, 
and Democratic—have been formed, none of them possessing a 
majority; while a further tendency at times to break up still 
more into four groups, three of which are needed in order to secure 
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a majority on any contested question, has been observed. This 
means, therefore, that the leaders of the Finance Committee, 
even if they could succeed in favorably reporting a banking measure 
of the type referred to, would not do so unless they were guaranteed 
effective support for it on the floor. They have no such guaranty, 
but, on the contrary, can safely assure themselves that almost 
anything they do will be subject to intense criticism and will fail 
of success unless it can gain the support of at least two of the 
different groups among the members. The Finance Committee, 
therefore, is very nearly as likely to look for outside guidance as 
are the House leaders. Where can this guidance come from? 
Can it be supplied at all? Are the methods now being pursued 
in some quarters to that end likely to succeed? It was doubtless 
the recognition of the fact that a definite public opinion must be 
formed and expressed that has led to the creation of popular 
organizations designed to further the banking reform cause. 

There has been no trouble, relatively speaking, in concentrating 
upon Congress much influence proceeding from the banking and 
business part of the community in favor of a plan of the general 
character of that proposed by the National Monetary Commission. 
Yet this has left Congress cold and untroubled. The reason is to 
be found in the fact that congressional support is largely drawn 
from the country districts. The number of members of the House 
who represent city constituencies is relatively small. In states 
where the primary system has become established, senators are 
far less subject to city influence than in the past. It is, therefore, 
necessary in every great measure of legislation to secure action 
which will certainly not offend country constituencies or which at 
all events will give them no ground for offense. The fact is that the 
country districts at present know and care little or nothing about 
the question of banking. It is nearly impossible to galvanize 
them into interest on the subject, and out of the question to educate 
them intelligently regarding it without long and persistent effort. 
If the plan of the National Monetary Commission were as authori- 
tative as the Ten Commandments, and as true as the Christian 
religion itself, it could not be forced in a short time upon the rural 
voters of the country. What is true of that plan is true of every 
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other. But, while it is thus difficult to secure action compelling 
the adoption of this plan or of any like it, there is equal difficulty 
in stirring up an intelligent opposition to it or to any other. Why 
then should not members of Congress accept some modified form 
of the plan of the National Monetary Commission, backed as it 
is by a considerable amount of commercial and banking support ? 
The reason is that in the present state of affairs such action would 
immediately be seized upon by political opponents as a basis for 
criticism. This would not so much matter, were it not that each 
party is divided within itself. Any member of either party who 
voted for a given plan would find his action attacked by his political 
rivals both within and without the organization. He could not 
endure the strain. His rivals would appeal to the latent feeling 
on the “trust” question, and to the openly avowed hostility to 
the “money trust” which prevails so generally throughout the 
country. He could not and would not endure the pressure to 
which he would thus be subjected, nor willingly suffer from the 
inevitably distorted interpretation of his action with reference to 
a peculiarly complex question. He would rather avoid taking any 
step whatever. This is the result of political human nature and 
of political necessity. 

It is probably true that under existing conditions no measure 
of comprehensive scope can be passed by purely party action. 
It must be obtained by a union of leaders representing both of 
the principal political parties, determined to act upon the legis- 
Jation in question for the sake of the benefit to be derived there- 
from, and laying aside all preconceived prejudice in favor of 
or against any given program or plan. Nothing at the present 
time stands more in the way of the attainment of results than the 
persistent and determined hostility of those who have given their 
adherence to some given scheme of currency or banking reform. 
It is comparatively easy to indicate many roads by which the reform 
legislation can be obtained. Probably in this case, as in all others, 
nothing can be adopted that will be absolutely and completely 
satisfactory, or could be regarded as a final and rounded plan. 
But today, as throughout the whole experience of the past in bank- 
ing legislation, the great obstacles to success are found: (1) in the 
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action of those who are persistently set upon the acceptance of a 
preconceived scheme of legislation, and (2) in the attitude of the 
machine leaders who, without knowing much about the subject, 
wait to hear from the country, hear nothing definite, and so remain 
inactive or adopt a measure conceived in their own ignorance. 
There is need of strong and moderate leadership, but even this 
will be unsuccessful unless it can unite behind it the sober elements 
in both old parties in support of some plan different from any 
thus far proposed, free of the elements which conspicuously call 
forth opposition, and providing straightforward simple remedies 
for existing evils—remedies capable of sincere and comprehensible 


defense before the public. 


H. PARKER WILLIS 
Wasaincton, D.C. 






| 
| 
| 
| 


WHAT IS THE FUTURE OF AMERICAN COTTON? 


Probably the greatest immediate effect of the American Civil 
War upon Europe was the stoppage of cotton supplies. How 
severe was the injury done may be seen from the fact that the 
American cotton exports to England which had been 2,528,274 
bales in 1860, dropped to 7,091 in 1862 and. did not again exceed 
100,000 until 1866; while the entire European receipts from the 
United States, which had been 3,535,373 bales in 1860, in no year 
between 1862 and 1865 inclusive exceeded 150,000 bales, and did 
not again exceed 3,000,000 bales until 1878." 

Naturally the effect of this almost total cessation of supply 
for four years and the greatly reduced supplies for thirteen years 
longer was felt with great severity. Only two other countries, 
India and Egypt, were then capable of supplying any quantity 
to fill the demand, and Indian cotton was of much inferior quality. 
The necessities of the spinners, however, were so pressing and the 
prices paid so great that a supreme effort was made by both govern- 
ments and cultivators to supply the demand. Yet the quantity 
shipped to European ports from all producing countries in the 
years between 1861 and 1865 in no year exceeded 2,500,000 bales 
and only averaged 1,750,000, or about one-half of what the United 
States had previously shipped. When the American exports 
were resumed, production both in India and Egypt declined to 
its previous average and many other countries entirely ceased 
cotton culture.’ 

In 1880 the division of tropical Africa among European nations 
took place. Madagascar was occupied and Tunis acquired by 
France, Russia conquered Turkestan, Farther India was shared 
between Great Britain and France, and the Islands of the Pacific 
were divided. Every one of these widely separated lands seemed 


U.S. Bureau of Census, Bulletin No. 113, 1911, p. 16. 

* History of the Cotton Famine, London, 1865; The Cotton Trade of Great Britain, 
Ellison, London, 1886; The Production and Consumption of Cotton, F. A. Conkling, 
New York, 1865, pp. 7, 12, 27. 
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well adapted to successful cotton culture and efforts were quickly 
made to introduce it. 

But successful results have been slow to obtain. Time and 
again statements have been made that Europe was soon to become 
independent of the American cotton supply, yet year after year 
has brought disappointment and almost entire discouragement. 
Meanwhile the expansion of the world’s spinning capacity has 
been constant, and especially so in the last decade. The spindles 
of the world, which numbered 78,000,000 in 1880, 88,900,000 in 
1890, and 105,681,000 in 1900, were 137,792,000 in 1911, an increase 
of 80 per cent in thirty years and of over 30 per cent in the last 
decade. This growth was especially great in the United States, 
which has increased its spindles from 10,653,145 in 1880 to 29, 522,- 
597 in 1911, or over 175 per cent, while since 1900 the increase 
has been over 50 per cent.’ 

This immense spinning development has caused a greatly 
increased world’s consumption of raw cotton, which has grown from 
7,414,000 bales in 1880 to 15,177,0007 in 1900 and 19,013,000 in 
1911.3 Of this last amount 11,408,000 bales or almost 60 per cent 
were supplied by the United States and only 7,600,000 bales by 
all other countries.‘ This evidence of the sources of supply shows 
the almost complete present dependence of the world’s spinners 
on the outcome of the American crop and has led American cotton 
growers, merchants, and exporters to believe that this state of 
affairs would continue indefinitely and that the United States 
would fix the cotton prices of the world. Naturally such con- 
ditions have been taken advantage of by speculators, and cotton, 
properly an article of absolutely necessary family use, as much 
so as bread, sugar, or meat, has become the favorite gamble of 
the exchanges. Prices have been forced up to figures which almost 
prohibit its use among its greatest consumers—the toiling millions 
of India and China, for example, to whom an increase of a few 

* Encyclopaedia Britannica, art. “Cotton,” p. 292; U.S. Bureau of Census, Bulletin 
No. 113, 1911, pp. 11, 22. 

2U.S. Bureau of Statistics, Cotton Trade and the World’s Cotton Supply, March, 


1890, p. 2626. 
3 U.S. Bureau of Census, Bulletin No. 113, 1911, p. 22. 


4 Ibid., p. 22, Diagram 3. 
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cents in the cost of their meager garments makes acquisition an 
impossibility. To the cotton spinner such conditions are an abso- 
lute menace to profitable continuance in operation. When values 
of raw materials are fixed by artificial markets not only beyond 
his control but impossible for him to forecast even for a short time, 
while his consumer thousands of miles distant may be driven 
from purchase by the rapid resulting price changes, successful 
and profitable conduct of business becomes impossible. The only 
hope of the spinner is in a free market, uncontrolled by specu- 
lative manipulation, with a supply furnished by many producers. 
Whether that hope has any basis in existing conditions of develop- 
ment is worthy of thorough and careful inquiry. 


For the successful introduction of new agricultural methods 
among widely separated peoples, generally of limited intelligence, 
in so many lands and climates, and to whom a civilized government 
is still a novelty, many preliminary steps are necessary. It must 
first be proven that the soil and climatic conditions are suitable 
for successful culture. This may require a long time, since much 
must depend upon normally average conditions of rainfall and 


temperature. With cotton, especially, insect pests and diseases 
must be investigated and methods found to combat or prevent 
them. This requires the training of specialized scientific forces 
by years of research. Therefore merely to ascertain the natural 
conditions for successful cultivation demands much time. Neglect 
of these preliminary researches has often caused delays and dis- 
couragement. But in the last two decades, where modern cotton 
cultivation has been introduced these have been the first steps 
taken. Indeed, in the British West Indies, where such a phe- 
nomenal success has been achieved in the last ten years, complete 
investigation of every detail was made by skilled agricultural 
experts before the first field of commercial cotton was planted. 
One of the most difficult problems was to teach the native 
laborer to cultivate the plant properly. In some countries, such 
as parts of Africa, Borneo, or New Guinea, he knew almost nothing 
of the purely agricultural labor involved in tilling the soil and 
cultivating a plant. As a rule, he has little intelligence, and the 
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utmost patience is required to teach each successive step in cotton- 
growing and the necessity therefor. He is easily discouraged, and 
failure to succeed in any new endeavor quickly causes abandonment 
of effort. To overcome all this requires years of teaching. In 
more civilized countries, where agriculture in its simpler form has 
long been practiced, the peasant through. inherited custom has 
learned to cultivate but few products, year in and year out, in the 
same way that his ancestors did. He knows nothing else, has 
no confidence in new crops, and is very slow to experiment, as 
at the best he is living almost in poverty, dependent absolutely 
on the success of his harvest. Therefore such laborers must be 
taught, not only how to cultivate the new plant, but also to have 
confidence in a profitable outcome. How difficult such an edu- 
cational course may prove and how long a time may be necessary 
for its success may be seen from the slow progress made in teaching 
our own cotton growers, infinitely better informed in many ways, 
to use more intelligent methods of cultivation. 

Cotton differs from most of the agricultural products in that, 
even when it has been successfully grown and picked, the seeds 
are difficult to remove. In former time this was entirely done by 
hand, and even today in China, Persia, parts of Turkestan, India, 
and some other countries that method is still used. Naturaily 
it is only possible where labor is extremely cheap, yet it is estimated 
that in India, whose cotton development England has been aiding 
for fifty years, one-fourth of the crop is thus “ginned by hand.” 
In the entire Indian Empire in 1910 there were but 859 cotton 
ginneries in operation.' In the Province of Madras with 1,002,000 
acres in cotton, there were only eighteen ginneries and in Burma 
with 196,000 acres but two ginneries.? As a result many farmers 
transport cotton great distances to ginneries, often 100 miles, some- 
times 200 miles. As the natives use ox-carts, this takes a long 
time, the cost of production is greatly increased, and the farmer’s 
profit reduced. The Indian cotton crop in 1910 covered about 
20,000,000 acres,? so that there were about 23,000 acres to each 
ginnery. In the United States, with 32,403,000 acres in cotton in 


* International Federation of Master Cotton Spinners, Barcelona, 1910, p. 120. 
2 U.S. Daily Consular Reports, No. 282, December 2, 1911, p. 1131. 
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1910, there were over 26,000 active ginneries,’ or less than 1,250 
acres to each. In districts in Africa where gins are still very few, 
natives will walk long distances carrying a few pounds of cotton 
to the gin. Under such circumstances production is very greatly 
reduced. 

In most of the countries in which its cultivation was intro- 
duced, cotton seldom had a reliable market. It was therefore 
necessary to provide one, and in the earlier days this was generally 
undertaken by the government. But as a practical commercial 
proposition such a course could not continue indefinitely. There 
must sooner or later be a time when the farmer can rely upon 
competing buyers at profitable prices, and this is now generally 
obtained through native buyers who travel around the country 
purchasing small quantities. 

Probably the greatest drawback was the absence of cheap 
transportation. Very few of these countries have any roads. 
Water carriage was seldom possible. The distances from the sea 
are also often very great. Szechuan, the principal cotton growing 
province of China, with a population of 68,000,000, is 1,600 miles 
from the sea at Shanghai. Ferghana, in Eastern Turkestan, 
with its fertile cotton fields, was 1,500 miles from the nearest 
Russian railway. El Obeid, in the Egyptian Sudan, was 1,100 
miles from the railway at Abu Hamed. Northeastern Rhodesia 
was 1,000 miles from the railway at Buluwayo and 3,000 from its 
seaport at Cape Town. Kano, in Northern Nigeria, the center 
of one of the richest cotton territories in the world, was over 800 
miles from the sea. And these are only a few instances of the 
great distances often necessary to traverse to reach a market. 

The old methods of transportation are of the crudest class. 
In Western China the common vehicle even for passenger traffic 
is the wheelbarrow; so general is its use that in towns having 
street pavements there are grooves worn by the wheelbarrow tires. 
In many parts of Western Africa all loads are carried on the head, 
even for long distances. In Yahrkand in Western Chinese 
Turkestan, Crosby in his travels in 1907 met caravans of diminu- 
tive asses, carrying small bales of cotton, crossing a mountain pass 


*U.S. Bureau of Census, Bulletin No. 114, 1912, Tables 12, 14. 
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on their way to the Russian railway hundreds cf miles distant. 
In the Sudan the camel has been the great means of transporta- 
tion; in India, the ox-cart. The necessary result of the great 
distances and crude methods of carriage was to make transporta- 
tion very difficult, precarious, expensive, and slow. Only one result 
was certain, to reduce the producer’s net proceeds to the minimum 
and thus decrease the incentive to cultivate cotton. 

There was but one effective method of removing these difficul- 
ties. In some cases the rivers could be improved and become 
navigable, but this opportunity seldom offered. In almost every 
case the only certain remedy was the building of railways. That 
was always possible, yet because of the great distances involved, 
heavy expenses of construction through unsettled lands, and the 
vast amounts of capital required, progress for many years was 
most exasperatingly slow. 

These have been the problems to be solved. To teach savage 
or semicivilized peoples industries previously unknown and the 
way intelligently and confidently to pursue them, to furnish such 
market for products as to incite the grower to increase his yields, 
to provide sure, cheap, and speedy methods of transportation 
that the largest possible profit might accrue to the producer—all 
these were great tasks for civilized nations, governing such lands, 
to undertake. To carry them through to success required years 
of effort. No wonder that the casual American observer, seeing 
no immediate results and making no investigation of actual con- 
ditions, decided that all attempts at cotton growing elsewhere 
are doomed to failure and that the United States alone possesses 
the heaven-given permission to supply the world’s needs of cotton 
and to fix its own modest renumeration therefor. 

It is time therefore for us to examine what has been accom- 
plished and consider in some detail the natural and artificial 
conditions as they exist today in the various countries where somé 
measure of success has been obtained. 


The first of these countries, not only because of its present 
great success, but also because of its bright future, is Russia. 
Prior to 1860 the Khanates of Turkestan, the Bactria and Sog- 





892 JOURNAL OF POLITICAL ECONOMY 


diana of Alexander’s Empire, were known principally as one of 
the world’s oldest civilizations: very fertile lands, but with the 
worst of governments and separated from Europe by great deserts. 
In 1865 their conquest was begun by Russia; it was completed 
in 1880. The Russian government interferes as little as possible 
with the manners and customs of subject peoples, so this conquest 
speedily brought peace and prosperity to the land. In 1884 the 
cultivation of American upland cotton was introduced, 1,300 acres 
were planted, and 240 bales were produced. Since then the 
development has been phenomenal. Large areas in the upper 
regions of the Amu Darya and Syr Darya rivers have been 
irrigated and put in cotton and in 1902 in the single province of 
Ferghana 531,000 acres were in cotton.’ Investigations proved 
that the deserts of the lower regions of these rivers and of the 
Trans-Caspian territory, then peopled only by wandering nomads, 
were really most fertile soil, needing only water. This latter dis- 
trict now has 300,000 acres of irrigated land in cotton. The 
entire crop of Turkestan in 1911 was 1,200,600 bales. Exhaustive 
surveys have shown that 5,500,000 acres of supposedly desert- 
lands can be transformed into very fertile cotton lands by per- 
fectly practicable irrigation The Russian government, which is 
always ready to undertake any work that will develop its natural 
resources, has arranged the financial requirements of the project. 
In October, 1911, a syndicate was formed in Moscow under state 
supervision to carry out the work, which it is expected to complete 
within ten years. Laws have been promulgated for the allotment 
of these irrigated lands, giving the preference to small farmers. 
It is expected that this work when completed will increase the 
Russian Turkestan cotton crop to over 4,000,000 bales.4 In 1880 
Russia began building east from the Caspian Sea a railway which 
has been completed to Samarcand, a distance of 1,085 miles. 
Another railway from Orenburg in Southeastern Russia, 1,470 
miles long was opened in 1906 to Andidjan near the boundary of 


* International Federation of Master Cotton Spinners, 1910, p. 210. 
2U.S. Bureau of Census, Bulletin No. 114, 1912, p. 43. 

3 International Federation of Master Cotton Spinners, 1910, p. 211.° 
4 Ibid., p. 212. 
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Chinese Turkestan. Other lines are being constructed. These 
railways have greatly aided the phenomenal development of 
Turkestan’s cotton resources. The fiber is of a very high grade, 
and Russian spinners consider it not inferior in length, luster, or 
strength to American upland. 

Cotton culture was begun in Russian Trans-Caucasia in 
1886 and has been quite successful. Already the production 
exceeds 100,000 bales and is increasing. Government surveys 
show that 1,350,000 acres can be irrigated for cotton culture, and 
work is to be begun in 1913. In 1908 cotton growing on a small 
scale was begun in the Crimea and has been successful. In 1909 
it was tried in Kherson and Bessarabia in Southern Russia with 
good results.t' Russian cotton spinning, which consumed 1,050,000 
bales in 1900, required 1,596,000 in 1910,” yet the imports from the 
United States have not increased, the additional requirements 
having been almost entirely supplied by Russian cotton fields. 
It is now claimed that the importation of American cotton will 
cease within five years and that within ten years Russia will be an 
active competitor of the United States in supplying the world’s 
cotton mills. 

Persia has always produced cotton but, because of lack of 
roads and transportation, the production was restricted to the 
demands for home consumption. But Russia recently extended 
its Caucasus Railway to Julfa on the Persian border near Tabriz 
and the effect was immediate. Persia, which in 1890 exported 
10,900 bales of cotton, in 1910 shipped to Russia 84,000, an increase 
of over 700 per cent. It has large areas of very fertile lands which 
merely require irrigation and good transportation to become 
available as rich cotton fields. In the present condition of Rus- 
sian and English control of Persia, the building of railways there 
seems only a few years distant, and the exports of cotton should 
then become very large. 

Almost at the dawn of history Mesopotamia was a land of 


™ U.S. Bureau of Census, Bulletin No. 114, p. 46. 
2 Russian Year Book, 1912, p. 141. 


3 Statesman’s Year Book, 1912, art. “Persia”; U.S. Bureau of Census, Bulletin 
No. 114, p. 43; Encyclopaedia Britannica, art. “Persia.” 
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plenty and, until the Mongol invasion in 1350 destroyed its irri- 
gation works, “the land between the rivers,” the Euphrates and 
the Tigris, was a marvel of fertility. Cotton is still cultivated 
there on a small scale. The great irrigation works, now being 
constructed by English interests, when completed some five years 
hence, will convert some 3,500,000 acres into the richest land known, 
and over 6,000,000 acres more will be redeemed by later extensions." 
The Bagdad Railway under construction from Smyrna by German 
interests, and now about half finished, together with the connecting 
English line to the Persian Gulf all of which will be complete 
within ten years, will furnish the best of transportation. When 
it is considered that the Egyptian cotton crop of 1,450,000 bales 
in IgI1I was grown on 1,776,000 acres,’ the possibilities of Meso- 
potamia, when it practically passes into German hands a few 
years hence, may be imagined. The famous English engineer, 
Sir W. Wilcock, who is in charge of this irrigation work, estimates 
the cotton production of Mesopotamia, when the entire irrigation 
is in action, at 4,000,000 bales per year. The German Report on 
Colonial Cotton Growing’ says: “Asia Minor is energetically 
increasing cotton growing, but the principal district of the future 
will be Mesopotamia. Cotton could be grown there in considerable 
quantities, in fact Asiatic Turkey would be able to supply sufficient 
cotton to feed entirely the German cotton industry.” 

Cutton culture is progressing rapidly in Asia Minor. In 
Anatolia 132,500 acres are being irrigated. The report of the 
German Levantine Cotton Growing Company says: ‘When the 
irrigation is complete, we are not overstating the increased capacity 
of producing cotton if we say that 150,000 bales more can be 
grown.’* In Cilicia there are many plantations generally owned 
by Armenians which are proving profitable. The railways now 
building will greatly increase the production, especially if the 
Armenian peasant farmers receive better protection. The yield 


* Sir. W. Wilcock, The Irrigation of Mesopotamia, London, 1911. 
2 U.S. Bureau of Census, Bulletin No. 114, 1912, Table 24. 
3 International Federation of Master Cotton Spinners, 1911, pp. 150, 177. 


4 Statesman’s Year Book, 1912, art. “Turkey”; Encyclopaedia Britannica, arts. 
“Asia Minor,” “Cotton,” “Turkey.” 
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in 1911 was 125,000 bales of which the Adana Province alone 
produced 72,000 besides 21,000 bales used in home manufactures." 
In Syria also cotton culture is progressing rapidly and in Palestine 
it is one of the chief products.’ 

In Western Mongolia and Chinese Turkestan are vast areas 
of fertile lands, formerly the seat of prosperous cities whose ruins 
are still visible. Much of this land is well watered by many rivers 
from the snow covered Himalaya and Altai ranges. Cotton is 
now grown in many districts to supply the home demand, but 
notwithstanding the almost prohibitive transportation cost, con- 
siderable quantities are carried to the railways in Siberia and 
Russian Turkestan. When these countries pass into Russian 
control, in the near future, and railways are extended into them, 
they should rival even the rich cotton fields of Samarcand and 
Ferghana. 

Cotton has been grown in Korea for centuries, but until Japan 
obtained control in 1904, cultivation methods were crude and 
development slight. Since then the culture has been stimulated 
in every way by the Japanese government. With an area of 
86,000 square miles and a population of 13,000,000, or over 150 
per square mile, there is abundant cheap labor, and the land is 
fertile. The production was 214,000 bales in 1908, and is increas- 
ing. This is reflected in the Japanese imports from the United 
States, which have already fallen from 336,575 bales in 1905 to 
156,724 in 1911, although the consumption has increased more 
than 50 per cent between 1900 and 1911.5 

China has been growing cotton for ages. Although the country 
is one of the two greatest importers of cotton cloths, it is estimated 
that four-fifths of its needs are supplied by home hand looms. 
It has now steam mills with 831,000 spindles consuming 350,000 
bales,® but the hand looms in cottage use consume largely over 


U.S. Bureau of Census, Bulletin No. 114, 1912, p. 47. 

2 Baumwollkultur in Klein-Asien und Nord-Syrien, Schlagentweit, Berlin, 1910. 
3 Tibet and Turkestan, New York, 1905, p. 84. _ 

4 Encyclopaedia Britannica, art. “Cotton,” p. 266. 

5 U.S. Bureau of Census, Bulletin No. 113, 1911, pp. 16 and 22. 

6 Ibid., p. 26. 
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that. Moreover, the exports to Japan were 380,000 bales," so 
that the 1910 crop was probably over 1,200,000 bales. Practically 
all of China is good cotton-growing territory, and with its enormous 
and constantly increasing supply of good cheap labor, only ade- 
quate modern transportation and good government are needed to 
increase greatly its production. China proper has almost the 
same area as India, better soil as a whole, and better labor; and 
there is no apparent reason why it should not likewise produce 
4,000,000 bales. 

French Indo-China has an area of 256,000 square miles with 
16,315,000 people. Modern cotton culture was introduced by 
the French government in 1890, but did not prove commercially 
successful until after 1900. Since then development has been 
rapid. Although two large mills have been built at Haiphong 
employing over 1,000 hands, the exports have grown from 2,000 
bales in 1901, to 39,000 in 1908, and 58,000 in 1911.7, With the 
rapid increase in railways now building, a great growth in cotton 
exports is expected. All this cotton goes to Japan and, with the 
exports from adjoining Siam, will probably soon satisfy Japan’s 
importation requirements. 

India, the oldest cotton producer, for over two thousand 
years has been making the finest of cotton cloths, many of which 
cannot be duplicated by any modern machinery. After it passed 
under British control constant efforts were made to increase its 
production, but even in 1860 its entire crop was estimated at only 
1,500,000 bales. Since then the Indian government has taken 
far more systematic action. It has established an Agricultural 
Department with observation stations in every province. Two 
agricultural colleges have been founded with an Imperial Research 
College for postgraduate work. An agricultural school is being 
established in every province. Instruction is being given to the 
ryots or peasant farmers.‘ Railways are being built in every 


* Op. cit., Bulletin No. 114, 1912, p. 46. 

2 Statesman’s Year Book, 1912, pp. 803-4; Le coton dans les colonies frangaises, 
Zolla, Paris, 1909; Questions diplomatiques et coloniales, Vol. XXV, 1910. 

3 Cotton Trade of Great Britain, Ellison, London, 1886. 

4 U.S. Daily Consular Reports, No. 36, February 13, 1911, p. 577. 
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direction, over 32,000 miles being now in operation. Irrigation 
canals are under construction in many districts. Cotton ginneries 
are to be constructed in every large producing district under 
government guaranties. These and many other improvements 
and reforms now being erected must have far-reaching effects. 
One main difficulty with the Indian crop has been the very light 
yield, averaging less than 80 pounds per acre.’ The staple also 
is very short. Efforts have been made to introduce American 
upland cotton, and it is now being increasingly grown. If its 
culture becomes general, it would, because of its greater length 
and weight, at once increase the total crop. Already the area in 
cotton has exceeded 20,000,000 acres, and the crop has reached 
4,000,000 bales,’ and far greater results are expected. At the last 
annual Congress of the International Federation of Master Cotton 
Spinners, the representative of the Indian government claimed that 
within ten years India would produce 10,000,000 bales. 

Other Asiatic countries, smaller but still of large aggregate 
area and population, such as Southern Manchuria, Formosa, 
Siam, Ceylon, Malacca, Eastern Tibet, Baluchistan, Afghanistan, 
and Muscat, are now all raising cotton, some in considerable 
quantity, which will doubtless increase when transportation 
facilities have improved, as all other conditions are favorable. 


The continent of Africa has always been the land of hope to 
the cotton spinner. Its vast area, warm and generally moist 
climate, and negro labor, similar apparently to that in the United 
States, satisfied him that in Africa’s sunny land unlimited quan- 
tities could quickly be grown merely by tickling Mother Earth, 
but as everywhere success is only obtained by effort. This has 
been long continued and has encountered many discouragements 
but the wished-for reward seems now near at hand. 

Aside from the Congo Free State, Africa south of the Sahara 
was divided among England, France, Germany, and Portugal. 
England alone has possessions on all sides as well as in the interior. 
As the greatest consumer of cotton, she was the first to essay its 
culture in Africa. We will, therefore, consider her success first 


* U.S. Bureau of Census, Bulletin No. 114, 1912, p. 44. 
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British East Africa extends along the eastern coast from the 
equator five hundred miles north and four hundred miles inland, 
with an area of 200,000 square miles and over 4,000,000 popula- 
tion. Cotton growing was begun in 1903; the first exports were 
200 bales in 1906, but the amount increased rapidly and reached 
6,000 bales in 1910." Large extensions in area are making, and 
the industry is on a profitable basis. This colony has about the 
area and population of Texas with equally good land and better 
climate, frost being unknown, so the possibilities for great develop- 
ment in its cotton culture may be seen. 

In Uganda the success has been surprising. Cotton-raising 
is already one of the main industries, and the cotton is all grown 
by native farmers. The production which was 782 bales in 1906, 
grew to 3,849 in 1907, 5,164 in 1908, 9,659 in 1909 and over 16,500 
in 1911. The London Times, in July, 1912, estimated the 1912 
crop at 32,000 bales and predicted that the 1913 crop would 
exceed 50,000 bales.? These natives had reached quite a degree 
of agricultural development before the British occupation; and 
with a climate and soil so perfect, and a labor supply furnished by 
3,500,000 people, far greater results should be obtained in the near 
future. So great has been the success in cotton growing in Uganda 
that the British government in August, 1912, set aside $2,500,000 
to be used in stimulating cotton cultivation in that colony. 

In Nyasaland and British Central Africa, cotton culture was 
introduced in 1900. Several years were required to instruct and 
interest the native farmers, but since then the development has 
been remarkably rapid. The exports increased from 808 bales 
in 1907, 1,500 in 1908, and 2,147 in 1909 to 4,342 in 1910 and 
6,000 in 1911,3 all grown by native farmers; while the acreage, 
which was 12,752 in 1910, was 23,000in 1911.4 The cotton produced 
is the highest priced upland in the world, selling in Liverpool 
four cents a pound above American upland. When the railway 

* Directory of East Africa, 1911. 

2 Statesman’s Year Book, 1912, art. “Uganda”; Whitaker’s Almanac, 1912, 
P. 593; International Federation of Master Cotton Spinners, 1911. 

3 Statesman’s Year Book, 1912; International Federation of Master Cotton Spinners, 
IQII. 

4 Geographical Journal, London, 1912, p. 8. 
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to Chinde on the Indian Ocean is completed in 1913, a great 
impetus will be given to Nyassa cotton growing. 

Rhodesia is a country of great area—some 475,000 square 
miles. Its soil is extremely fertile and well watered, with every 
variety of agricultural and mineral wealth to promote develop- 
ment. Its climate is almost perfect, and it is one of the few 
tropical lands where the white man can live and increase. Fifteen 
years ago it was almost unknown, but in 1911 railways had traversed 
it to the extreme northern boundary. It has immense areas of 
fine cotton lands on which systematic culture was begun in 1905. 
The exports have been 100 bales in 1906, 200 in 1907, 408 in 1908 
and 1,000 in 1910.' The natives have now learned the proper 
culture, and production will quickly increase. The generally 
grown variety is the white Egyptian Abassi which sells at over 
thirty cents per pound. 

Nigeria is one of England’s greatest colonies. With an area 
of 345,000 square miles and with 17,000,000 people, it is almost an 
empire in itself. Northern Nigeria has possessed quite a degree 
of civilization for centuries. A late traveler who visited it in 
IgI1,’ says, speaking of the Kano district: “It is a revelation to 
see the cotton fields. The plants are all in raised rows three feet 
apart, the healthy shrubs, often four to five feet apart, thickly 
covered with yellow flowers or snowy balls of white, bursting 
from the split pods. .... There is little we can teach the Kano 
farmer. There is much we can learn from him. Rotation of 
crop and green manuring are thoroughly understood and in some 
villages are noticed small heaps of ashes and dry animal manure 
deposits along the crest of cultivated ridges where the rains will 
wash it into the earth.” All that was needed here was good 
government, convenient markets, and cheap transportation, and 
these are all being obtained. Modern cotton growing was intro- 
duced in 1900. The exports have been 25 bales in 1902, 2,098 
in 1904, 4,580 in 1906, 8,180 in 1908, and 16,877 in 1910.2, The 
report of the Colonial Department to Parliament for 1910 says, 
“Enormous areas are now under cotton cultivation.” The locally 


* London Times, November, 1911. 
2 International Federation of Master Cotton Spinners, 1910. 
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used production of the Province of Zaria in 1908 was 40,000 bales.’ 
At the late annual meeting of the Nigeria Company it was stated 
that “the number of small native traders is largely on the increase.’” 
As all the earlier difficulties are largely removed and increasing 
transportation facilities being constantly constructed, Nigeria 
should become one of the world’s great cotton exporters. 
England’s greatest African possession is the Anglo-Egyptian 
Sudan. Its area is 950,000 square miles, one third as large as’ 
the United States. About two-thirds of this great territory is 
very fertile. It came into English control in 1899 largely devas- 
tated, having been ravaged by the Mahdist forces for twenty 
years, its towns destroyed and most of its population dead or 
driven away. In the twelve years since then, peace and good 
government have been restored, and the population is rapidly 
increasing. Railways have been built from Khartum to the 
Egyptian lines and to the Red Sea. In 1gro an extension of 
250 miles was opened to El Obeid in Kordofan and lines are building 
into other provinces. The masses of “sud,” which covered the 
rivers, obstructing navigation and causing unhealthy overflows, 
have been removed and steamers now run 1,000 miles west and south 
of Khartum. This Sudan was the birthplace of Egyptian cotton. 
Good government and improved transportation having been 
secured, the British government is now stimulating production 
and its success, in view of the short time since it obtained control, 
is most satisfactory. Aside from the quite considerable quantities 
used in the crude home manufacturers, 7,000 bales were exported 
in 1910 and 12,600 in 1911.3 Large extensions of area under 
cotton are now being made in the Gezora Province by the con- 
struction of extensive irrigation works, and the exports are expected 
to increase very largely. The crops possible to be raised upon 
this vast area of fertile land, with its good climate and transporta- 
tion facilities, are practically limited only by the labor supply. 
In an address to the African Society at London in February, 1912, 
Major Stanton, late governor of the Western Sudan, said that 
there was “‘no reason why in the years to come, the Sudan should 


* Encyclopaedia Britannica, art. “Cotton,” p. 266. 


2 London Times, August, 1912. 3 Statesman’s Year Book, 1912. 
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not supply all the cotton Lancashire wanted. One hundred and 
twenty thousand acres are now in cotton. More than double 
the whole cotton acreage of Egypt can be put in cotton in the 
Sudan.” 

In the other British African possessions of Transvaal, Natal, 
Swaziland, Socotra, Somaliland, Rodriguez, Bechuanaland, Sierra 
Leone, Gambia, and Gold Coast, cotton growing is steadily increas- 
ing. Nearly all of these countries have now become exporters 
and the amount exported, though small, is increasing. 

Although the entire cultivable area of Egypt is but 7,443,000 
acres, most of which is required to feed a population averaging 
931 per square mile, far denser than China, India, Belgium, or 
Poland, the area planted in cotton increased from 1,015,000 acres 
in 1895 to 1,776,000 in 1911, or about 75 per cent—a rate of increase 
equal to that in the United States during the same period. The 
crop has increased over 400,000 bales in the same time, from 
1,041,000 bales to 1,450,000.' Arrangements are now being made 
by the Egyptian government to drain one million acres of the 
great marshes in the Delta at the mouths of the Nile. This work, 
which will cost over $15,000,000, will be completed in 1915. It 
will increase the area under cotton cultivation over 50 per cent. 
Later, other marsh areas in the Delta of even larger size are to be 
drained in the same manner. It is estimated that by these means 
the Egyptian cotton crop will be more than doubled within the next 
ten years.” 

While the French African possessions are of larger areas than 
the English, they are neither so well located nor so fertile, and more 
difficulty was encountered in obtaining peaceful control. But 
within the last few years opposition has ceased and rapid develop- 
ment is being made. A railway 700 miles long from the seaport 
of Dakar in Senegal, whose modern freight handling methods 
could furnish a valuable lesson to the port of New York, has been 
opened to the upper Niger River, which with its tributaries affords 
navigation for thousands of miles. Other railways are building 
through Dahomey, to Lake Chad, to the Central Sudan, and to 


‘U.S. Bureau of Census, Bulletin No. 114, 1912, p. 45. 
? Report of U.S. Consul Birch of Alexandria, Egypt; August, 1912. 
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the Congo River. An area half as large as the United States is 
thus being opened, every part of it extremely fertile. In every 
province modern cotton culture has been introduced and though 
it is as yet limited it is developing quickly. In Dahomey, for 
instance, exports which were 50 bales in 1904 were 7,410 in 1910. 
Upper Senegal, which exported 26 bales in 1905, shipped 1,595 in 
1909. Even the famous old city of our boyhood days, Timbuctoo, 
shipped 1,400 bales to France in 1910 though the railroad con- 
nections were only established in 1908." The total exportations 
in 1912 will probably exceed 30,000 bales in addition to large 
quantities used in native manufactures. 

Madagascar is over a thousand miles long with 228,000 miles 
of area. The French are now in peaceful control and are building 
railways and developing its resources. Cotton is indigenous; 
the plant grows and produces for ten to fifteen years and has 
largely supplied the native demand for cloth. American upland 
was introduced in 1905. As the natives understand much about 
its culture, it is developing rapidly. The fiber thus far produced 
is reported to be magnificent.? 

In Algeria, Tunis, French Somaliland, and Djibouti, cotton 
has been introduced and is already being exported moderately. 
The French Colonial Office confidently expects that, within ten 
years hence, the entire supply for the French spinners will be 
furnished by the African colonies and Madagascar. Close examina- 
tion of the facts seems to warrant the claim. 

Germany, the last nation to obtain African colonies, secured 
the poorest. But with characteristic patience and thoroughness 
the Germans are developing their resources, and with much suc- 
cess. Since, next to England, Germany is the largest European 
spinning nation, first attention was given to cotton growing. It 
was introduced into Togoland in 1900. A cotton college was 
established, buying agencies were formed, and eleven ginneries 
have been built. At the last annual agricultural exhibition 426 
natives made exhibits, and picking matches and manuring contests 

* L’ Afrique frangaise, Paris, 1911; Revue frangaise de l’étrangére, Vol. XXXIII, 
Paris, 1910-11. 

? Revue de Madagascar, Paris, 1911. 
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were held. All these features have been helpful. The number 
of native growers is rapidly increasing. In 1910, 3,400 bales 
were exported as against only 6 in 1901. Three railways are 
already in operation.’ 

German East Africa has an area of 384,000 square miles and 
Over 10,000,000 population. The same instructive steps have 
there been taken with equally successful results. In the Tan- 
ganyika and Victoria Nyanza districts 6,000 native farmers are 
now growing cotton, and the exports, which were 1} bales in 1902, 
reached 3,600 in 1910—practically all from small native farmers.? 
With the completion in 1913, of the railway to Lake Tanganyika, 
of which over 500 miles are now in operation, and with the resultant 
opening up of the fertile interior provinces extremely rapid develop- 
ment is expected. In March, 1911, the German Imperial Colonial 
office agreed to furnish the Colonial Economic Committee more 
funds for cotton development in the colonies. The government 
is also pushing the building of railways in these colonies, and by 
the construction of the Central Railway and the Usambara Rail- 
way in East Africa, the Togo Upland Railway, and the Kameroons 
Northern Railway, large districts will be opened up for cotton 
cultivation.$ 

German West Africa, though having an area of 322,000 square 
miles, has much poor land and but 250,000 people. Cotton cul- 
ture was begun in 1908 and is progressing satisfactorily, but the 
exports as yet are small.‘ 

Portuguese West Africa has 484,000 square miles of very 
fertile land, but a poor government. Cotton grows wild in many 
districts. During the American Civil War 50,000 bales were 
exported. In 1902 systematic culture was begun and the exports 
increased from 55 bales in 1903 to 1,470 in 1910. When the English- 
owned railway, now building from Lobito Bay on the Atlantic 
Coast to Katanga and Northern Rhodesia, is completed in 1913, 


* Cotton Growing in German Colonies, 1910, pp. 182, 184. 
2 Ibid., p. 195. 
3 International Federation of Master Cotton Spinners, 1911, p. 156. 


4 Die Baumwollfrage und die Baumwollkultur in unsern Kolonien. Fabarins, 
Bremen, 1911. 
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a large increase of cotton output should result. Portuguese East 
Africa, with 300,000 miles of area, is another fertile land in which 
cotton is indigenous. With proper governmental aid, it would 
produce largely. Its exports have grown from 50 bales in 1907 
to 730 in 1910. If, as now seems probable, these Portuguese colo- 
nies with 800,000 square miles of very fertile lands and 8,000,000 
people are transferred to England and Germany, they are certain 
to become great cotton exporters. 

In the Congo Free State little attention was paid to cotton 
until 1908, but it has now been introduced into many districts 
with good results. The cotton grown has a very fine fiber. Time 
will be needed to instruct the natives in its culture, but in a few 
years it will doubtless be exported in considerable quantities.” 

Abyssinia is a large grower of cotton. There the plant has 
been cultivated for centuries. Heretofore its product has been 
entirely consumed in home manufactures. But in view of the 
approaching completion of the railways to Djibouti and Khartum 
the country, with its area of 432,000 square miles of largely fertile 
well-watered lands and with 5,000,000 semicivilized people, must 
ultimately become a large exporter. 

Eritrea and Italian Somaliland, Italy’s two African colonies, 
are both developing cotton culture with very satisfactory results, 
but thus far the entire output has been used in home manufactures.” 


Although the fact is not generally known, Europe has several 
cotton-growing countries. Bulgaria has introduced cotton with 
quite satisfactory results, although time will be required to pro- 
duce it in quantity. Turkey has grown it for years, and during 
the American Civil War its exports exceeded 60,000 bales. In 
1909 its crop was 32,000 bales as against 16,000 in 1889.3 Greece 
produced 9,000 bales in 1910.4 Cyprus, which is now an English 
possession, has shown very favorable results in cotton, its exports 


* U.S. Daily Consular Report, September 11, 1911, p. 1149. 

2 International Federation of Master Cotton Spinners, 1910. 

3 History of the Cotton Famine, London, 1865; Production and Consumption of 
Cotton, Conkling, New York, 1865, p. 27; U.S. Bureau of the Census, 1911, Bulletin 
No. 113, Table 20. 


4U.S. Bureau of the Census, 1912, Bulletin No. 114, p. 47. 
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rising from 340 bales in 1904 to 3,000 in 1909 and 4,878 in 1911." 
Every effort is being made to stimulate the production, and pros- 
perity for the island is resulting. During the American Civil 
War cotton was grown in Italy and Spain. It is now being intro- 
duced again in both countries. With irrigation it is claimed that 
Andalusia can be made to raise 150,000 bales, or more than half 
as much as Spain now imports from the United States.2 Even 
the little island of Malta grows cotton. Its crop has increased 
from 220 bales in 1903 to 423 in 1910. 


Throughout Central and Southern America, cotton culture 
is progressing in every country. In the British West Indies, 
where, after it had been the main crop in the eighteenth century, 
its cultivation was entirely abandoned until it was again intro- 
duced in 1902, it has been a phenomenal success. The cotton 
there produced is the very highest grade of Sea Island, and has 
already made England practically independent of the South 
Carolina product, which the West India fiber is even claimed to 
excel. The exports have now nearly reached 10,000 bales per 
year.4 Porto Rico, Santo Domingo, Hayti, and the Bahamas are 
also producing a high grade of cotton, the Haytian crop being 
about 11,000 bales.s 

The Mexican crop of 1911 was estimated at 150,000 bales, 
which almost satisfied the home spinning demand. The produc- 
tion was increasing and with a return of good government is 
susceptible of great development.® All the Central American 
countries grow cotton on a small scale for home use. The Guianas, 
Venezuela, Columbia, and Ecuador are small exporters but show 
a steadily increasing production. 

Peru is quite an important producer. The Peruvian fiber is very 

* Cotton Growing in Cyprus, Dunstan, London, 1911; Statesman’s Year Book, 
IgI2. 

* Encyclopaedia Britannica, art. “Cotton,” p. 265; London Economist, July, 1912. 

3 Encyclopaedia Britannica, arts. “Cotton,” and “West Indies.” 


4 West India Bulletin, Barbadoes, 1910, Report of Thomas Thornton, inspector 
Imperial Dept. of Agriculture; Annual Report British Cotton Growers’ Association. 


5 U.S. Bureau of Census, 1912, Bulletin No. 114, p. 47. 
6 Ibid., 1911, Bulletin No. 113, p. 27. 
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heavy and especially adapted for mixing with wool, 10,000 bales 
having been imported into the United States in 1911 for that use." 
Its production is rapidly increasing. Exports have grown from 
40,000 bales in 1903 to 95,300 in 1911,” exclusive of some 70,000 bales 
consumed at home. Important irrigation works are in progress 
which will largely increase the crop. 

Chile and Patagonia exported 8,800 bales in 1910 as against 
3,200 in 1900, in addition to the home consumption. Argentine, 
Uruguay, and Paraguay have all begun to raise cotton and especially 
in the Province of Corrientes in Northern Argentine it is growing 
on a considerable scales Argentine, with its vast areas, fertile 
lands, and fine transportation facilities, should before many years 
become a great cotton-producing country. 

Brazil, in its vast territories much larger than the United States, 
has an immense area in which cotton was growing before the dis- 
covery of America and in which it has been produced ever since. 
Of late years the development has been quite rapid. The cotton 
mills have increased from 51 in 1885 to 161 in 1910, and their 
consumption, from 85,000 bales in 1900 to 370,000 in 1910,‘ while 
the exports have grown from 53,000 bales in 1901 to 140,000 in 
1909.5 In other words the production has grown from 138,000 
bales in 1900 to 510,000 in 1910. The possibilities of increase 
in the Brazilian crop seems only limited by the labor supply. 


In addition to the four continents, the Islands of the Pacific 
Ocean are also growing cotton. Java and Sumatra are exporting 
about 100,000 bales. Borneo and New Guinea, the world’s two 
largest islands, each larger than Texas, are both now producing 
and exporting on a small scale; but with perfect soil and climate 
and the stimulating aid of the Dutch, English, and German govern- 
ments, they must become great producers. Queensland in Aus- 
tralia, French New Caledonia and German Bismarck and Solomon 


* U.S. Bureau of Statistics, Monthly Summary of Commerce, June, 1912, p. 1876. 
2 Statesman’s Year Book, 1912, p. 1121. 

3 Estadistica Agricola Argentina, 1910, p. 232. 

4U.S. Bureau of Census, 1911, Bulletin No. 113, p. 26. 

5 International Bureau of American Republics Bulletin, 1909, “‘ Cotton.” 

* Regierungs Almanach Voor Nederlandsche Indie, Amsterdam, 1911. 
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Islands, all of very considerable area, New Pomerania being 
nearly 400 miles long, are growing cotton on a considerable scale 
and making steady progress. New Zealand is a small exporter. 
The English Fiji Islands, with an area larger than Connecticut, 
and French Tahiti are exporters of Sea Island cotton with possi- 
bilities of expansion. Hawaii has also begun its cultivation. 


To sum up, there are now, apart from the great producers of 
fifty years ago, seventy-two other countries which are producing 
and exporting cotton on a rapidly increasing scale. Aside from 
India, Egypt, China, and Brazil, the remaining countries, where 
the industry is largely of recent development, have increased their 
production and exports from 797,550 bales in 1900 to 2,886,177 in 
IgI0O, an increase of over 260 percent. They are developing now at 
an even more rapid rate. In the same period the increase in the 
crop of the United States was only 17 per cent." Sixty of these 
countries were not exporters and many not even producers in 
1900. Bearing in mind that the long preliminary stages in nearly 
all of them are now over and that their cotton culture has proved 
practical and profitable, what they will do in 1920 can hardly 
be overestimated when it is remembered that every possible 
influence is being used to stimulate their production. 

But another even more forcible presentation may be made. 
Russian and Chinese Turkestan and Mongolia have a combined 
area of 2,700,000 square miles, 500,000 of which are probably fine 
cotton land needing only irrigation. Mesopotamia will have 40,000 
square miles of the finest cotton lands on earth. Uganda and 
British East Africa have an area of 325,000 miles of which 125,000 
are suitable for cotton. Rhodesia, Nyassa, and the adjoining 
Katanga Congo District have an area of over 650,000 square 
miles, probably 250,000 of which are adapted to cotton. British 
Nigeria out of 345,000 square miles has over 125,000 of cotton 
area, while in the Anglo-Egpytian Sudan there must be 300,000 
miles of such lands and 50,000 more in Abyssinia. In French 
Nigeria and Congo with an area of 1,250,000 square miles, probably 
400,000 will produce cotton. In the greater part of that area it 
has been growing for. centuries. In the Island of Madagascar, 


‘U.S. Bureau of Statistics, Monthly Summary of Commerce, June, 1912, p. 2031. 
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where it has been cultivated for ages, 50,000 miles will produce 
cotton. 

In these seven large territories, all of which are extremely 
fertile and which have been proven especially adapted to successful 
cotton culture, in all of which it is indigenous and in all of which 
are ample supplies of cheap labor, there are 1,800,000 square miles 
of good lands into which cotton culture is now being successfully 
and profitably introduced. This figure is so vast that the mind 
scarcely grasps it. It means an area as large as the United States 
east of the Rocky Mountains. It means an area over thirty 
times as large as the entire cotton acreage of the United States 
in tg11. And yet this vast area, enormous as it is, does not include 
sixty other cotton producing lands which together may possibly 
be able to supply an equally large cultivable area. 


Within the near future therefore, probably within the coming 
decade, cotton will be growing in a great number of countries 
and in quantities sufficient for the world’s requirements even 
though they be greatly increased meanwhile. When that point 
is reached, its price will be fixed solely by the natural laws of supply 
and demand, and with so many and such widely separated sources 
of supply, no speculative interests can longer control that price. 

No pretense of denial has ever been made that the almost 
preconcerted joint action of these European nations, in aiding 
and stimulating even with public moneys the culture of cotton in 
their colonies, was undertaken primarily to make their great spin- 
ning industries absolutely independent of the American supply. 
There is no denial on their part of the superior quality of American 
cotton, nor, in most years when normal conditions control, is 
objection made to its price. But there is a universal demand 
throughout Europe that these great industries shall be effectively 
and permanently released from the dominance of the American 
speculative manipulation which in 1903-4 and again in 1909-10-11 
caused them such great loss, a loss estimated by speakers at the 
last meeting of the International Spinners Federation in 1911 at 
over $500,000,000. 

What will be the effect upon the United States of this world- 
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wide development of cotton culture? We as a nation have so 
long flattered ourselves that a gracious providence had created 
this fertile land for our sole benefit and had made all other nations 
dependent upon us for supplies of Nature’s gifts of the soil, that 
we long since decided to consider ourselves independent of the 
workings of all natural and economic laws. 

But we are told that history repeats itself and so may fairly 
consider the past as an index to the future. In the early years 
of this century, when the Trans-Siberian Railway was lately 
opened, much discussion resulted as to the wheat raising possi- 
bilities of Siberia and the Russian empire. So in 1904 the United 
States Bureau of Statistics published a monograph treating quite 
fully of the Russian agricultural development and especially with 
reference to its competition with the United States in the wheat 
and cotton supply of the world. Another monograph on Japan 
was also presented. Today these papers' make singularly interest- 
ing reading. 

For instance, we are told: ‘Russian wheat exports make but 
little progress while American exports show large and continuous 
growth. For the last three years the American shipments were 
almost double those from Russia.” But what happened? In 
1903 the American wheat exports were 211,906,000 bushels, as 
against 111,512,000 from Russia; and almost 60 per cent of the 
world’s wheat exports were supplied by the United States. But 
certain very philanthropic citizens of Chicago, having studied 
these statements and conditions, persuaded the American farmer 
that if he wished to become prosperous, his wheat should be stored 
at home and not sold to Europe and these good gentlemen would 
meanwhile force up the price. And the result of that rise in price 
was that in 1910 Russia exported 224,736,000 bushels? or nearly 
58 per cent of the world’s requirements, while the United States 
shipped but 69,311,765 bushels. From being the leader the United 
States has fallen to the fifth rank among the world’s wheat exporting 
nations. 


* U.S. Statistical Abstract No. 8, Series 1903-4, pp. 2755-2869. 
2 U.S. Daily Consular Reports, No. 241, October 14, 1911, p. 330. 


3 U.S. Bureau of Statistics, Monthly Summary of Commerce, June, 1911, pp. 1995, 
1996. 
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The same monograph, speaking of the Russian cotton produc- 
tion, said: ‘Recent developments do not seem to bear out the 
original expectation that this region [Turkestan] would within a 
short period produce all the cotton required by the Russian indus- 
try, thus making it independent of a foreign supply and the vicissi- 
tudes of the American cotton market.” But what have been the 
actual results? The Turkestan crop, which was 353,800 bales in 
1g02 reached 1,200,000 in 1911. An increase of 240 per cent in 
ten years (fifteen times as great as that of the United States in 
the same time) would seem a fairly rapid growth. 

In like manner the monograph on Japan called attention to 
its rapid spinning development yet emphasized its complete 
dependence on America for its cotton supply. But, although the 
cotton consumption of Japan since that date has greatly increased, 
it has found cheaper sources of supply and its imports of raw cotton 
from the United States which were 336,575 bales in 1905 fell to 
156,724 in 1911.2, From the present outlook, Japan will, before 
many years, be entirely independent of the American supply. 

Thirty years ago the American control of Sea Island cotton 
production was universally admitted. Many countries had tried 
its cultivation but all failed. South Carolina planters fixed its 
price arbitrarily and even refused to sell any seed. But with the 
financial aid and the supervision of the English government, it 
was re-introduced into the West Indies, became a complete success 
there and is now being grown on the islands of the Pacific Ocean. 
As a result the American exports of Sea Island cotton have fallen 
from 30,455 bales in 1890 to 17,797 in 1911.3 

We have learned that with our wheat and our corn and our oats, 
with our cattle and our meats, the world’s markets are perfectly 
willing to take our entire surplus whenever we are satisfied 
to sell it at a reasonable price. Thus, for example, in 1911 our 
cotton crop of over 16,000,000 bales, by far the largest we have 
ever produced found ready and anxious European buyers because 
our asking price was a fair one. But whenever we have tried to 
compel the purchase of our products at prices fixed by the manipula- 
tion of speculators, our foreign customers have stopped their 


* U.S. Bureau of Census, 1912, Bulletin No. 114, p. 43. 
2 Ibid., 1911, Bulletin No. 113, p. 16. 3 Ibid., p. 17. 
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purchases. And as no country can now for a long time possess a 
monopoly of agricultural products, we have seen ourselves already 
displaced as the principal sellers of wheat, corn, oats, and cattle 
or meats by other countries anxious to market their surplus at 
fair prices uncontrolled by speculative manipulations. 

In the entire ten years from 1893 to 1902 the extreme fluctua- 
tion in midland spot cotton between highest and lowest price was 
a trifle over 5 cents per pound in the New York market. Changes 
were caused almost entirely by purely legitimate forces such as 
weather conditions, size of crop, or consuming demand. In five of 
these ryears the extreme fluctuation was 13 cents per pound and in 
eight of the years it did not exceed 2? cents per pound. But in 
1903 the first important speculative manipulation began. Cotton 
rose from 9.65 cents per pound in October to 17.25 cents on Feb- 
ruary, I, 1904, a rise of 7.6 cents or nearly 80 per cent, and dropped 
3.50 cents in two weeks, a greater change than in eight of the pre- 
ceding entire years. It rose to 16.45 cents on March 15, and 
dropped to 10.80 cents on June 25, a fall of 5.65 cents in three 
months or more than the extreme fluctuation in the preceding ten 
years. These wild and entirely speculative changes caused enor- 
mous losses to the spinning interests and initiated the bitter feelings 
toward the American markets which have since become so world- 
wide, because with the value of the raw material almost doubling 
in four months profitable or even safe manufacturing became 
almost impossible. 

In 1904-5 the same speculation continued, although on a smaller 
scale, the price of spot cotton dropping from 11.75 cents in Sep- 
tember to 7 cents in December and rising again to 11.25 cents in 
July, 1905, a change of over 60 per cent in value. Again, the price 
of spot cotton rose from 8.50 cents in November, 1908, to 12.70 
cents in July, 1909, or over 50 per cent advance. Then, beginning 
in September, it rose 4 cents per pound, broke 3 cents per pound in 
ten days in December, and rose to 16.10 cents in January, 1910; 
again broke 2.50 cents in twenty days, and finally rose to 20 cents 
per pound in August, making a total increase in price, from the 
low point, of nearly 85 per cent. In the season of 1910-11 there 
was further manipulation, although not to so great an extent. 

As already stated, this extreme and unlimited speculation has 
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caused to the spinning interests a loss estimated at over $500,000,- 
ooo. In debates in Parliament, Reichstag, and Duma it has been 
officially given as the reason why governmental financial aid should 
be extended in stimulating cotton cultivation in colonial possessions 
so that the European spinning industries might be freed from the 
burden of American speculative manipulation. Commercial ex- 
changes and textile associations in all parts of the world have taken 
a most decided stand for the same action. How bitter the feeling 
has become may be seen by the following extract from an editorial 
in the London Economist, the leading European commercial and 
financial authority, on the Russian cotton industry: 

The duty [Russian import duty], the present shortage, and the disturbance 
caused by American speculators has resulted in prices so high that the Russian 
manufacturers are beginning to declare that they prefer to spend their millions 
in schemes for the production of cotton at home rather than pour them into 
the pockets of American monopolists. 

The future of our cotton trade, our greatest single article of 
export, seems now in the balance. The manipulation of our cotton 
exchanges, which has so repeatedly brought such severe losses to 
the world’s spinning industries, has embittered the entire world 
against further American control of that fiber and has brought 
a fixed determination for relief from that control at any cost. 
What has already been accomplished toward that end has been 
detailed. What the future will bring about may be plainly fore- 
seen. Already the change is beginning to be observable. In 
1889 the cotton crop of the United States was 63} per cent of the 
world’s production. But in 1909 it was only 593 per cent’ and 
in 1912 it will probably be about 583 per cent. This shows plainly 
that we are already losing our relative position and that it will 
apparently require but a few years more to make the American 
crop less than one-half of the world’s production. Unless we can 
greatly increase our crops by improved methods of culture and 
can be content to sell our output at reasonable competitive prices 
in the open markets of the world, we must expect to be compelled 
to take a lower rank in the list of the world’s suppliers of cotton 

just as we have already been forced to do in the cases of so many 


other of our leading agricultural productions. 


New Yorx City Joun V. HoGAN 


* U.S. Bureau of Census, 1911, Bulletin No. 113, p. 29. 




















THE MOVEMENT OF RURAL POPULATION IN ILLINOIS 


The depopulation of agricultural New England as a result of 
its continuous exploitation by a dozen or more generations is 
familiar to all. But within the last decade there has developed a 
decrease in the agricultural population of the section of the United 
States which but a century ago was our western frontier—a decrease 
which cannot be attributed to the exhaustion of the fertility of the 
soil. This development presents many interesting problems, con- 
cerning both the explanation of this new situation and the probable 
uture of the Middle West as an agricultural section. In this 
paper we shall discuss only one of these problems: namely, the 
movement of rural population—understanding by this term “rural 
population” two things:’ first, farm population, and second, pop- 
ulation of rural villages. In order to make this study concrete 
and at the same time general enough to show tendencies true of 
other communities similarly situated, we have chosen Illinois, 
recognized as one of the leading agricultural states, as the basis for 
our conclusions. 

Within the last decade, the population of the state of Illinois 
has increased 16.9 per cent. During the same period, the urban 
population has increased almost twice as fast, or 30.4 per cent; 
while the rural population has increased but 0.3 per cent. Sepa- 
rating the latter into its two component parts, we find that the 
village population has increased 11.1 per cent and that the farm 
population has decreased over 7 per cent. It is with these two facts 
that we are concerned in this paper. 

In the first place, the decrease in farm population is not limited 
to particular sections of the state, although it is more marked in the 
central and northern parts than in the southern. We ask first, then, 
to what forces is this decrease due? - In view of the fact that the 

* In order to avoid confusion of terms, by “farm population” will be understood 
only those people living on farms or in unincorporated places; by “village population,” 
those living in incorporated places of less than 2,500 people each; by “rural popula- 


tion,” a combination of these two; and by “urban population,” those people living in 
incorporated places of more than 2,500 each. 
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improved farm acreage in Illinois has increased rather than 
decreased during the decade, we cannot say that Illinois has 
reached the stage of abandoned farms and increasing pasturage. 
Although the number of acres devoted to the production of corn and 
oats does show a very slight decrease, the area devoted to wheat and 
barley has increased; while the land given over to the production 
of hay and forage has increased only 5,980 acres—an increase more 
than offset by the addition of 349,104 acres to the improved farm 
area of the state during the decade. Hence we must look elsewhere 
for the explanation of the decreasing farm population. 

We are told that population is decreasing in these farm com- 
munities because families are becoming smaller. There is perhaps 
some evidence to support this claim. But if any decade of the last 
century has tended to show, so far as farm population in Illinois is 
concerned, that Malthus worried needlessly over the pressure of 
population on food supply, it surely has been the one just closed. 
On the other hand, we find, not only that the farm population as a 
whole is smaller now than it was in 1900, but also that the number 
of farms has decreased from 264,151 to 250,853—a decrease of 5 
per cent. As we shall see later, it is the number of families, rather 
than the size of the family which has experienced the greater 
decrease. 

Again, our friends the rural sociologists tell us that we must seek 
the explanation of this decrease of farm population in “the poverty 
of rural social life.’”” We hear that the desire to experience the life 
and activities of the cities drives the youth from the farms. Yet is 
this more true of the last decade than of the preceding one? And 
if we were to accept this statement as a complete explanation, 
would it not seem probable that those sections of the state where 
farm life is dullest and most monotonous would have witnessed the 
greatest exodus? Yet who that is familiar with farm communities 
in Illinois will say that rural life in the central and northern parts 
is more unbearable than in the southern part? In spite of the 
obvious denial here, the latter has experienced a smaller decrease in 
farm population than the other sections. On the other hand, no 
previous decade in the history of the state has witnessed such rapid 
strides in the direction of bringing the city to the farmer. After 
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our brief experience with rural free delivery, are we to deny that it 
tends to make farm life more tolerable and that it serves to check 
the desire of the youth to migrate to the excitement of the cities ? 
Unless we do deny this obvious benefit we must recognize the 
influence of the fact that for over five years almost go per cent 
of the farmers of Illinois have been receiving their mail by rural 
free delivery. In addition to this we need only mention the 
development of the telephone, the more general utilization of the 
country meat and grocery wagon and the automobile, the extension 
of trolley lines, and the introduction of numerous other devices 
which are fast becoming a part of life on the farm, to show that 
instead of the farmer being continually made to feel the isolation of 
country life, he sees that he is being brought into closer and closer 
touch with urban life. 

Without claiming to have exhausted the arguments which are 
brought forward to explain the decrease of farm population, but 
which seem to the writer to be at least but secondary explanations, 
we now come to what appears to be the most plausible or primary 
cause of the situation described. We have already indicated that 
while the improved farm acreage of Illinois has increased within the 
decade, the number of farms has decreased 5 per cent. This means 
that fewer farm laborers‘ are being used than formerly, because one 
man must now tend, not only what he tended a decade ago, but also 
a part of what his displaced neighbor used. This situation is made 
possible by several interacting forces, the chief of which is the 
introduction of more and more labor-saving machinery. This, of 
course, is not a fact hitherto unknown to the reader but its signifi- 
cance lies in the extent of the increase. For instance, the value of 
farm implements and machinery in Illinois in 1900 was $44,977,310; 
by 1910 it had increased to $73,724,074—an increase of 63.9 per 
cent. (The increase for the previous decade was but 30 per cent.) 
Allowing for a possible increase in the value of farm implements and 
machines (a concession which is not generally supported by the facts 
and which in no case exceeds 15 per cent), we still find that the 

? By “farm laborers” here we mean not only the hired laborers, but the farm- 


owners who work their farms, their sons, the farm tenants—in short all who are 
employed in farm work. 
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number and size of these implements and machines have greatly 
increased. At the same time, we find an increase in the number of 
horses used on each farm unit. For example, the number of horses 
used to cultivate one hundred acres in 1900 was 4.4; while in 
1910 the number used on the same one hundred acres was 4.8—an 
increase of over g per cent. 

Then, too, the devices mentioned above which are helping to 
counteract the isolating tendencies of country life are serving 
another purpose as well; they are acting as great time- and labor- 
savers to the farmer. For example, it formerly took the farmer at 
least two days to gather his help for the threshing season. Now he 
telephones his neighbors the exact time when he expects their help 
and within the same half-hour he orders his butcher and grocer to 
deliver the needed extra supplies on the following morning. And 
even his threshing itself, thanks to more efficient management and 
machinery, has been reduced from weeks to days. Of course we 
do not mean to imply that all these changes have taken place within 
the last decade; but these and other improvements have been more 
widely introduced and have developed faster during the last ten 
years than in any previous period. 

Here then lies the chief explanation for the decrease of farm 
population in Illinois. The introduction of more and more labor- 
saving implements and machinery, the substitution of horse-power, 
gasoline, or electricity for man-power—all point in one direction: 
the need for fewer farm laborers than formerly to care for a given- 
sized farm. Or, in other words, it points to the increase in the size 
of the farm which one man can tend. Since Illinois is still a state 
of relatively small farm-owners and tenants, this means not only a 
decrease in the number of individuals living on the farm, but also a 
decrease in the number of agricultural families. And this conclusion 
is supported by the figures given above. 

Let us turn now to the second problem postulated at the 
beginning—namely, the relative decrease in the village population. 
We saw, not only that urban population in Illinois is increasing 
almost twice as fast as the total population of the state, but that 
the village population is not keeping pace with the total for the 
state. Yet this is not the significant fact that we wish to emphasize 
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here. While we find the farm population decreasing in practically all 
farm units of the state, we find an entirely different development in 
village population. As a group, the population of the villages of 
Illinois increased 11.1 per cent from 1900 to 1910. But of the 814 
incorporated places having a population of less than 2,500 in 1900, 
only 56 per cent show any increase in numbers during the ten years; 
the other 44 per cent have absolutely diminished in size during 
the period. Here then we evidently have a different problem from 
that concerned with the decrease of farm population. 

In order to explain this situation, we must first understand the 
composition of these villages and their raison d’étre. Of course some 
of them do a little manufacturing, a little mining, or in other ways 
perhaps a few of them may be classed as industrial centers. But if 
the manufacturing or the mining is extensive enough to place the 
village in the industrial class, it is more than likely that it will no 
longer be considered as a village but will advance to the “more than 
2,500 population” stage. Hence we may consider the small villages 
as essentially agricultural centers. Of such, the population may be 
divided roughly into two classes: first, farm laborers who live in the 
villages but depend upon the busy seasons of the surrounding 
agricultural communities for their livelihood; and second, merchants, 
mechanics, and professional men whose patronage is drawn quite 
largely from these same farm communities. In considering the 
first of these two groups, we can readily see that the forces we have 
described above which are making fewer farm laborers necessary 
than formerly must in the same manner tend to bring about a 
decrease in the size of these villages. To a smaller degree, perhaps, 
the same tendency would affect the second class of village dwellers. 
Yet this cannot be accepted as a complete explanation of the 
movements under consideration. If such were the case, it would 
seem that the increase or decrease in the size of these villages 
ought to be coincident with that of the contiguous farm community. 
But we have noted that while there is a general decrease in farm 
population, 56 per cent of the villages have increased in size and 
44 per cent have decreased. 

We have given “machinery,” interpreted broadly, as the key- 
note for the explanation of the decrease of farm population. Inter- 
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preted in a similar manner, we may give “transportation” as the 
keynote for the explanation of the movement in rural population. 
At the risk of repetition, we shall restate a few conclusions already 
reached. Thanks to rural delivery, the farmer is no longer required 
to make his daily, semiweekly, or weekly trips to town for his mail. 
The country delivery wagon is beginning to bring the butcher-shop 
and grocery to his door. Either by rural delivery or by telephone 
he is able to get daily price reports and may thus take advantage of 
favorable opportunities to buy or sell live stock or produce without 
taking the time to make a trip to the near-by village. In these 
and other ways the farmer seems to be divorcing himself from 
dependence on the village. Yet he must still deliver his crops and 
his stock to the railway station (even here his private switch yard 
to the interurban trolley which runs past his door is a factor to be 
reckoned with in the future though it is not general enough to 
be given much consideration now), he still meets his friends in the 
village, and he still depends in a large measure upon the village for 
intellectual and spiritual satisfaction. Added to these, a number 
of new bonds have recently appeared to attach him more and more 
to the village. For instance, he now hauls his winter’s fuel and 
supply of fence-building material from the railway station where 
formerly his own timber land furnished him both of these. How- 
ever, of the considerations which tie him to the village, the move- 
ment of crops and stock is most important. 

We have already indicated the introduction of more efficient 
farm machinery. In rural transportation we find like improve- 
ments. The farmer is now equipped to haul sixty-five bushels of 
corn where formerly his wagon, harness, and horses were such as to 
make fifty-five bushels a good load. To make these added ten bush- 
els possible, the roads must have received attention. As those read- 
ers who have had experience with Illinois roads during wet and dry 
periods are aware, eight miles in the latter may be shorter than five 
miles in the former. According to the same principle, eight miles 
on an improved road, even during the wet season, may be shorter 
than five miles on an unimproved road at the same season. Of 
course the farmers themselves have long since recognized this fact; 
but their almost utter despair of ever being able to macadamize 
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a road that runs hub-deep after a heavy rain has tended to make 
them resigned to a fate which they have considered inevitable. It 
has been only within the past ten years that they have really 
begun to study the question and to look for other solutions for 
their road-making problem. And even then the impetus has 
come largely from without. 

The first rural mail route to be established in Illinois was located 
at Auburn on April 1, 1897. By November 1, 1899, the number of 
routes in the state had increased to six. Within the next six 
months, 243 were added. The development during the succeeding 
five years was very rapid, so that by December 1, 1905, Illinois had 
2,577 rural routes. In considering the petition of a group of 
farmers for the establishment of a rural route, the special agent of 
the Post-office Department inspects the proposed route, noting 
especially the character and condition of the roads to be traveled. 
He impresses upon the persons interested the necessity of making 
the roads passable both winter and summer, and the probability 
of having the route abandoned if these regulations are not lived up 
to. Inspectors then make periodic trips over these rural routes and 
specify the parts of the road which must be repaired. Or the con- 
dition of the roads may be ascertained from the questionnaire 
periodically sent to the local postmasters. If either investigation 
shows that the condition of the roads is unsatisfactory, the road 
supervisor receives a letter from the Post-office Department which 
reads as follows: 


Dear Sir: 

An investigation by this office discloses the fact that the roads traveled by 
the rural carrier from post-office are not being attended to as post-roads 
should be; they are in bad condition. The postmaster at has this day 
been notified to inform the patrons of route that the lack of care given 
to the roads covered by it will, if continued, endanger the permanency of the 
service there. .... 











Such a notice has usually been effective in producing the desired 
results. 

The realization by the farmers of Illinois of the fact that in 
order to secure and keep rural routes they must improve the roads 
over which these routes extend, coupled with the growing demand 
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by the owners of motor vehicles for better routes of travel, brought 
about the passage of a law in the Illinois legislature in 1903 which 
provided for a good-roads commission 

to investigate the various problems of road-building in Illinois, such as the best 
and most economical native materials, the best system of road-drainage, the 
best and most practical methods by which the burden of costs may be equitably 
distributed among all the people, such as federal, state, and county aid, convict 
labor, etc. The results of the investigations and studies of the commission 
shall be accompanied by the form of a bill to amend the present road laws of 
the state, so as to conform to the present advanced thought and requirements 
on the subject of road-building. 


The results of this investigation are not important here. The pro- 
visions of this law are quoted to show that the demand for such a 
statute was present. 

Then, too, the road drag in its manifold forms is coming more 
and more into use by the farmers of Illinois, either as a means of 
gratifying their own desires for better roads, as a means of paying 
poll-tax, or as a source of income. To those who are not familiar 
with the work of the road drag, the following quotation, taken from 
a letter written by the secretary of a commercial club in one of these 
Illinois villages, will serve to show the effect of its use. The road 
here described is a typical Illinois highway. The letter reads: 

The first thing that Mr. X did was to take the road grader and cut off the 
high center of weeds and sod. Then he followed this with the harrow, finishing 
with a steel drag. This road was dragged after each rain, and all pockets and 
ruts were filled. .... During the twelve months this road was under Mr. X’s 
supervision all automobiles could run its entire length within twelve hours after 


the heaviest rains without encountering any mud. .... This road is like a 
race track the year through. The body of the road is so hard that it would 


be difficult to dig it up with a coal pick. 
Even allowing for possible exaggeration, due to the enthusiasm of 
the writer, we are justified in concluding that the use of the drag 
has been a great boon to those using this road. Obviously, the 
farmer is not equally interested in the upkeep of all roads over 
«In 1907 a law was passed providing that farmers should be paid $1.00 per mile 
for dragging the roads during the months of December, January, and February, and 
$0.75 per mile during the other months. The law also provided penalties for throwing 


weeds or other vegetable matter on the dragged roads and for driving over such roads 
before they had become partially dried or frozen. 
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which he may at any time wish to travel, so that he will not desire 
to incur the expense of keeping all of them in condition. Instead, 
he will give more time and attention to those roads used by his 
rural carrier and those most used by himself. 

The result of these tendencies which are bringing about better 
transportation for the farmer is that with the same expenditure of 
time and effort he can exercise a choice, within limits of, say, eight 
miles, in selecting the village which he wishes to patronize, whereas 
before it would not ‘have been profitable for him to have traveled 
more than six miles perhaps. In fact, as the following table will 
show, there is a direct relationship between the increase or decrease 
in the size of the villages of Illinois and the number of rural routes 
centered in them.’ It must be kept in mind here that this relation- 
ship is not due primarily to the direct results of the introduction of 
the system of rural free delivery, but rather to the indirectly result- 
ing road improvement described above and to the other improve- 
ments in rural transportation which the decade has witnessed. 

In working out this relationship, we have compared the growth 
or decline of the population of the village in question with the 
growth or decline of the rural population? of the county of which the 
village is a part, and have arranged in a table the results according 
to the number of rural routes centered in the villages. A glance at 
this table (p. 922), especially columns II and III, will serve to 
make clear the relationship indicated above. 

The question which doubtless arises in the mind of the reader is: 
If this movement continues, what is to become of the villages having 


* We have considered here only those rural routes established previous to December 
I, 1905, in order that we might show more clearly their effect on the growth of these 
villages. 


? If we had compared farm population instead, the results would have been even 
more convincing than they are. In making these comparisons it was possible to deal 
only with incorporated villages. From the writer’s acquaintance with various parts 
of Illinois, it is quite evident that if similar data were available for the hundreds of 
small unincorporated settlements, a comparison of this sort would show even more 
striking results, both in Table I and in the two succeeding tables, than it is possible to 
bring out here. However, it is tendencies which the writer wishes to show, and this 
table serves the purpose well. For obvious reasons, we have left out of consideration 
the villages in the few counties influenced by Chicago and the few at the extreme 
southern end of the state. 
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no rural routes centered in them? In the opinion of the writer, 
many parts of Illinois have too many agricultural villages, 
at least for the present system of extensive agriculture. Many of 
them sprang up forty or more years ago, at a time when farmers 
could not travel far for supplies or to market their produce and live 
stock. At the present time many of these villages have ceased to 
be needed. With our recent appeals for efficiency in every line of 
activity, shall we not demand that the superfluous villages shall 
disappear in order that their more favored competitors may rise to 
even greater efficiency than they now possess? Some of us may be 
repelled at the thought that the village of our boyhood should ever, 
even in the remote future, be graced with cornfields in its streets 
and potato patches in its front yards. But whether we like it or 
not, this process of elimination is actually going on. 

In support of this statement, the following evidence is offered. 
Already over seven hundred fourth-class post-offices in Illinois have 
been discontinued on account of rural free delivery—their patrons 
being served by the rural carriers from the neighboring villages. 
Of course this does not mean that over seven hundred villages of 
any considerable size have been deprived of their post-office; for 
many of these fourth-class post-offices did not have enough people 
clustered: around them to deserve the name of village. Yet the 
petitions which have appeared against the discontinuance of some 
of them show that at least a portion of them did have what we may 
call a village population. Furthermore, we are again able to show 
a direct relationship by a comparison of census statistics. 

Table II is compiled on a basis similar to that of Table I, and 
shows the relationship between the relative growth of villages dis- 
placing fourth-class post-offices and the number of fourth-class 
post-offices displaced by them.’ By comparing Table II with 
Table I, we find the increase in the former greater than in the latter, 
from which we infer that the villages tabulated in the former 
possess a source of increase not possessed by those tabulated in the 
latter. In other words, the writer concludes that this additional in- 


* This includes only about 63 per cent of the post-offices displaced, as the other 37 
per cent were displaced by urban centers or by unincorporated places of which we 
have no data. Here again, however, we aim only to show tendencies. 
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crement, as applied to the whole state, is due to the operation of the 
following forces which personal observation in certain sections of 
the state has shown to be at work. First, wherever a fourth-class 
post-office has been discontinued, the farmers cease to visit the 
village in which such a post-office had been located, if it is at all 
possible for them to travel to another village having a greater 
variety of wares from which to select their purchases and having 
better facilities for marketing their agricultural produce (i.e., the 
daily or semiweekly trip to the post-office has in the past served as 
a bond attaching the farmer to the village in which his post-office 
was located; with the discontinuance of the post-office, the attach- 
ment is broken). Second, since the inhabitants of such villages 
generally depend either directly or indirectly upon the farmers for 
their livelihood, the abandonment of the village by the farmers will 
mean that the villagers must seek work and homes elsewhere. 
Some of them at least will go to the villages whose rural routes have 
been the indirect cause of the disappearance of their own settlement. 
Since Table II shows a greater increase than Table I, we have 
statistical confirmation of these conclusions. 

However, it must be recognized that the comparison of these two 
tables assumes that the number of fourth-class post-offices displaced 
corresponds with the number of rural routes centered in the dis- 
placing villages—an assumption that is not uniformly valid, though 
the writer thinks it is sufficiently valid to warrant the above con- 
clusions. Fortunately, however, we are not forced to rely upon 
this comparison to convince the skeptical reader of the truth of our 
conclusions, but we are able to give an even more convincing com- 
parison. It will be remembered that of all the incorporated places 
of less than 2,500 inhabitants in Illinois in 1900, only 56 per cent 
show an absolute increase in population in 1910. In Table III we 
have shown the relationship between the absolute increase or 
decrease in population of villages from which emanate rural routes 
displacing fourth-class post-offices, and the number of such post- 
offices displaced. From this we find an absolute increase in 64 per 
cent of the villages displacing fourth-class post-offices, as compared 
with the increase in 56 per cent of all the villages in the state. 
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As to the immediate future of both farm and village population 
in Illinois, we can do little more than conjecture. To be sure there 
are forces at work from which we may draw certain deductions as to 
the future, but the problem is too complicated to be discussed here. 
Suffice it to say that, in the opinion of the writer, the present 
decrease of farm population in Illinois is not likely to continue for 
long; rather a reaction is looked for, perhaps within the next 
decade. On the other hand, the present development in village 
population seems likely to be more sharply defined a generation or 


two hence than now. 
H. E. HOAGLAND 
New York City 








THE ECONOMIC BASIS OF THE FIGHT FOR THE 
CLOSED SHOP 


I 


Demands on the part of the labor unions for the closed-shop 
form of organization have been one of the distinguishing character- 
istics of the labor movement in this country. Though the uni- 
versality of the demand renders the question one of more than 
ordinary significance, discussions regarding the ethical and practical 
soundness of the principle have been so numerous and varied that 
there is little remaining to be said pro or con at the present time. 
An explanation of the fundamental economic cause of the move- 
ment, however, is not so frequently attempted, and possibly there 
is still something that may be said bearing on this phase of the 
problem. Particularly is this true since considerable confusion 
seems to have arisen regarding the place and ends of the fight for 
the closed shop. 

The aim of the modern labor movement, taken as a whole, is 
obviously not the securing of any particular form of organization 
as such. Rather, it is simply the attainment of a power of control 
sufficient to demand recognition and to gain for the workman wages 
and conditions such as are deemed necessary for his well-being. 
It is unquestionably true, however, that American unionism has 
persistently fought for the closed shop, and that that aim is con- 
stantly before the vast majority of trade unions-today. It is so 
far true, in fact, that at times the object of gaining the closed shop 
has been forgotten, and it has been sought as a thing desirable in 
itself. The public, on the other hand, has almost universally con- 
demned the movement. The reason for so doing is not always 
quite so clear. A very large number of people undoubtedly oppose 
it merely because it somehow goes against the spirit of that democ- 
racy of which we so loyally boast, to support anything which bears 
the taint of being ‘‘closed.”” Yet such a reason is scarcely one that 
will bear scrutiny, nor is it one which would, of itself, be very 
effective in the long run. The question therefore arises, on what 

928 
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grounds may the movement toward the closed shop justly be 
criticized? Have the objections made in the past been reason- 
able, are they still reasonable, and will they continue to be in the 
future ? 

To approach the subject scientifically, one should see: first the 
economic cause the action of which has brought unionism in this 
country to strive for this particular form of organization when the 
demand for it elsewhere has been comparatively rare. It is such 
an explanation, and not in any sense a justification, which is to be 
offered in these few pages, with the hope that through such an 
explanation the vagueness which has to an inexplicable degree 
enveloped the whole question may in some small measure be 
cleared away. 

Much of the confusion of thought and outwardly conflicting 
opinion on the closed-shop question might be avoided were econo- 
mists a ljttle more careful in their definition of terms. So loosely 
are the phrases ‘‘open shop” and “closed shop” used that the 
former is often used to include any shop from which non-union men 
are not expressly excluded, and the latter any shop wherein the 
union has any influence whatsoever. Technically speaking, these 
terms denote conditions as widely at variance as it is well possible 
to conceive, and have little in common save that they refer to the 
same general problem. 

As a matter of fact, there are not two kinds of shops with which 
we have to deal, but three. On the one hand there is the open 
shop, in which any man may work upon terms of an individual 
contract with his employer, and under such conditions and at such 
wages as he is best able to secure. Such a shop is found in the 
steel trade and in the packing industry. At the other extreme is 
found the closed shop, in which men are under a wage contract 
executed by their organization bargaining with the employer, and 
from which non-union men are expressly excluded. Such a con- 
dition may be found among the Brewery Workers and the Elevator 
Constructors. Between these two extremes exists a third shop, 
sometimes called the union shop and often confused with the closed 
shop. I refer to those shops in which the union, bargaining with 
the employer, fixes wages, hours, and conditions of labor, but in 
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which non-union men are not excluded by the terms of the con- 
tract. Here the majority of the men who have obtained the 
contract, and the minority who share the benefits but evade the 
costs, work together under a union-made bargain. Such a shop is 
to be found among the Railway Brotherhoods. To distinguish 
this situation from those wherein a technically closed or open shop 
as defined above exists, I shall hereafter designate it as a Contract 
or Mixed Shop. 

Bearing this classification clearly in mind, we shall be better 
able to get at the real essence of the closed-shop problem, and to 
understand why some men who stand so firmly for democracy in 
the widest sense*in other things demand the closed shop when it 
comes to the question of unionism. 


II 


Since the general abandonment of the “economic man” doc- 
trine of the classical economists, and since thinkers have come to 
mingle with purely economic doctrines a generous amount of ethics, 
men have become prone to decide some questions upon a purely 
ethical basis, and to declare them economically sound if they can 
by the other means prove them desirable. And it is partially 
because of this that many economists who condemn the closed 
shop do so—because under its contract the employer is restrained 
in his theoretical right of hiring whomsoever he pleases. Not only 
the employer of labor, but the economists who sustain him, main- 
tains that the employer has done enough when he has formally 
recognized the union as such, and in a large part acceded to its 
demands in other respects. Indeed, if society were ideal, and 
employers more nearly perfect than modern business methods tend 
to make them, there would be in fact no plausible reason for think- 
ing otherwise. But, as Roscher says, the justice of all laws is rela- 
tive to time and place, and we must pass upon the closed-shop 
question as we should judge all others, in the light of actual 
conditions. 

Of all the manifold problems that the American people have 
been called upon to meet, few have been more fundamental or have 
exercised such an influence upon economic and political conditions 
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as that of immigration. In a sense, indeed, it may be said to be 
the fundamental problem. From an industrial point of view, the 
one most noticeable effect of this tremendous immigration has been 
that of the gradual substitution of races, by which a people of a 
certain and more or less fixed standard of living is gradually replaced 
in a given industry by another, accustomed to lower standards. 
Particularly is this true in those industries where unskilled or semi- 
skilled labor predominates, as in the garment trades, in mining, 
and in the packing industry. The effects of this displacement, 
regarding the existence of which there is no question, have been 
many and far-reaching, but few have been more insidious than 
its effect upon American trade unionism. One might well say, in 
fact, that up to the present time there has been no single industrial 
or social fact exerting so potent an influence upon the form of 
union organization as that of immigration, especially that from 
southern and southeastern Europe. True, there have been other 
forces at work, forces which have in a large measure acted upon 
labor and capital alike, tending in the case of the one toward a 
more aggressive unionism and in the other, to monopoly.’ But a 
careful examination would seem to show that these forces are of a 
rather secondary nature, dependent in a large measure upon the 
fact and character of the immigration problem. 

Rightly or wrongly, the employer of labor has usually gone on 
the assumption in the hiring of his labor that the less he has to pay 
his men per unit the greater will be his profits. He has, conse- 
quently, always hired those workmen whom he could get for the 
lowest wage. If he could engage a gang of Slavs for $1.45 per day 
to do the work he had been paying a similar crew of Swedes $1.50 
a day for, he substituted the one for the other without further 
question. It was unfortunate for the Swedes, but it was in the 
interest of profits, apparently, and hence very necessary. Fre- 
quently, too, if the $1.45 man did not offer himself, the employer’s 
agent must go out and find him, even though he needs must scour 
the earth to do so. 

But if this substitution, which has taken place in all industries 
that employ a great quantity of unskilled or semi-skilled labor, 


* See Professor Seager in the Political Science Quarterly, XXII, 385. 








932 JOURNAL OF POLITICAL ECONOMY 


proved a boon to the employer (viewing it solely from the 
point of view of wage per unit, not of efficiency), it has been, 
naturally enough, a tremendous foe to the workman who was 
accustomed to the higher standard of living. Unionism was 
resorted to in an increasing degree, but, with the usual form of 
organization, without permanent success. So the closed-shop 
unionist, who has been in the fight and witnessed the breakdown 
of union after union under what he has ascribed to the stress of 
low standard immigrants from across the sea, argues that the 
success of unionism depends upon the total. exclusion from the 
shop of non-union men, unjust though that may seem. He stoutly 
maintains that the closed-shop question is one of the life-and- 
death necessities of trade unionism, with all that unionism means 
to the workmen; that where the one goes, the other goes with it. 
If not stated in so many words, this underlying assumption is 
invariably implied. Thus Clarence Darrow is led to say: 

The open shop furnishes, and always has furnished, the best possible means 
of destroying the organization of the union. The closed shop is the only sure 
means of protection for the trade agreement and for the defense of the indi- 
vidual. When the master is left free to hire or discharge either union or non- 
union men as he sees fit, he naturally discharges the man whom he thinks most 
hostile to his business, and employs the one most subservient to his will. This 
does not come frem the inherent or natural hardness of the master, but from 
the hard facts of life. The master naturally discharges those most active in 
the unions, who interfere the most with his business, who are ever agitating 
for higher wages, who are insisting on better conditions and shorter hours. He 
does this for his own protection, and he naturally employs those who are most 
complaisant, those who have the most hostages to fortune and who cannot 
afford to lose their jobs; those whom he can bring to be dependent upon his 
will. The business officer, the agitator, the walking delegate is the last to 
be chosen. And when times are hard and someone must go, such men must 
walk the plank, while the complaisant man, the ready tool, the non-union man 
is kept. In every employment there are always reasons for dismissal. In the 
management of complex affairs, accidents and mistakes occur. Under the 
open shop it is easy to find reasons for discharging the union man, to fix the 
blame for mistakes upon him, and it is likewise easy to find reasons for replacing 
him with a non-union man. 


To what extent is this an exaggerated statement? It will 
pretty generally be conceded that through a collective bargain the 
laborer can secure a more advantageous contract with his employer 
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than were he to go alone to the employer and as an individual 
arrange the terms of his employment. The collective bargain 
presupposes a higher wage and better conditions than those granted 
to the non-union man who contracts individually. In any industry 
where labor is as plentiful as it is in this country, what, then, will 
be the natural thing for the employer to do, who, though he may 
at the time be paying the same wages to both, knows that one of 
two workmen would be willing to work at a lower wage? When 
men are discharged which will it be, the higher-priced or the 
cheaper man? When new men are employed, which will it be, 
the cheap or the high-priced man? Clearly enough the employer 
will rid himself as rapidly as possible of those men who demand 
higher wages and better conditions and replace them with men 
who are not so particular or so insistent in their demands. Such 
men will offer no more effective opposition than a muttered pro- 
test against reduced wage scales and lengthened hours; they have 
no “‘mistaken notions” about the employer’s right “‘to run his 
own business,” although their interest in the matter is as vital to 
themselves and the community at large as his is to himself. Will 
there be any question as to which gets the preference? After this 
disintegrating force has been in operation for a number of years, 
‘will the employer whose immediate economic interest is best served 
by overthrowing the old and higher standard still maintain that 
standard after men have abandoned the union by scores because 
it has become a handicap in the effort to get and maintain a job, 
and when there is no efficient union, no scale of wages, and no 
schedule of hours? Some employers may; the vast majority will 
not. The result is merely a matter of time; the shop once a con- 
tract shop will, under ordinary conditions, sooner or later become/ 
open. 

Thus one Chicago employer frankly admits, “When unions are 
weak I would make individual contracts with non-unionists who 
were often willing to start at almost any wage. I can then play 
these men against the union, eventually break the contract, and 
defy the union.” James A. Miller, another Chicago manufacturer, 
says, “If the union would permit us to employ non-union men we 
would do so, and the union could demand anything it chose. It 
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could demand ten dollars a day if it wanted to.” A delegate from 
Indiana at the convention of the Citizens’ Industrial Alliance, held 
in Chicago in 1903, made this statement: “A year or so ago, before 
the formation of the Alliance, I had 297 union men. I have suc- 
ceeded in eliminating all but 6, and I hope before long to have, not 
an open shop, but a closed shop—closed to the union.” No dele- 
gate was more applauded. William English Walling has said, 
regarding employment agencies conducted by the Manufacturers’ 
Association in Cleveland, Pittsburgh, Detroit, Boston, and other 
cities where the employment of the men is directly under the con- 
trol of these central offices, “They are the means of centralizing in 
a single office the employment and discharge of all workmen in a 
single industry. .... The secretary of the bureau assists to positions 
those whom the Association wishes to favor and discourages the rest. 
. . . . The unions say it is a blacklist. Some employers have 
used that term in their conversation with me. The bureaus protect 
the non-union workmen.” 

Even where this change is not consciously made within the 
contract shop, there is always an undercurrent of feeling and 
friction among the men themselves. Here are a few men in a 
shop who are accepting all the benefits, yet pay none of the dues, 
accept none of the responsibilities, and who need never fear the 
displeasure of an employer who distrusts the union. A better 
illustration of this tendency could not be found than in the case of 
the anthracite coal miners cited later in this article. 

In short, “‘the contract shop really means the open door through 
which the union man goes out and the non-union man comes in 
to take his place.” Take a hypothetical case. In a certain town 
in Pennsylvania there is located a steel mill employing approxi- 
mately one thousand men. Within the limits of this town are 
living fifteen hundred workmen of all races and standards of life, 
who are at some time during the year employed about the plant. 
By 1911 the United States Steel Corporation had crushed out the 
last remnant of the union, and today there is in that trade an open 
shop. Of the thousand men working in this mill, 42.5 per cent have 
been working 72 hours a week; 20.5 per cent have been working 84 


* The italics are mine. 








ECONOMIC BASIS OF FIGHT FOR THE CLOSED SHOP 935 


‘ hours a week, and only 37-0 per cent have worked on the average 
less than 60 hours per week; 29-3 per cent of the men have worked 
seven days in the week. From each of these men the corporation 
has been making an annual profit of $600, while the men themselves 
were earning $500, and became superannuated at the age of forty." 
Here were a thousand men working in the steel trade under open- / 
shop conditions and illustrative of the entire trade. 
“But,” says the closed-shop critic, ‘introduce a collective bar- 
gain remedying all these things, but be careful not to infringe upon ; 
the employer’s right of hiring a non-union man if he wishes, nor to 
compel the workmen to show a union card in order to get a job.” 
It is a curious position to assume—that of granting that the 
employer is hostile to unionism, yet asking that he be reformed by 
placing in his hands the potential power of overthrowing the 
organization one professes to favor. For if a union were formed 
and granted recognition, and if a contract shop were organized, it 
would be no great length of time, with a human employer and five 
hundred men eager to break into the field, before conditions would 
be back where they were under the individual contract. On the 
contrary, argues the closed-shop unionist, suppose that a closed 
shop were to be instituted. Under the new contract hours are 
shortened, wages raised, and conditions generally improved, as 
with a contract-shop bargain. . With the usual heavy demand for 
orders, it is entirely conceivable that three shifts would be demanded 
(as has been the case in certain, steel mills) to produce the same 
amount that had been turned out by two, and the thirteen hundred 
men would be required to fill the places of the former one thousand. 
But, since they work in a closed shop, these men join the unions 
instead of underbidding each other for the job; and the employer 
cannot, by sifting them out, weaken the union. Shorter hours and | 
better wages bring new life and happiness into the homes of thir- ” 
teen hundred men, and an organized part of society is now able to 
help in the social uplift. True, there are still 200 men out of work, 
but there had been 500. Increase these numbers until they reach 
* See Fitch, The Steel Workers and Report of U.S. Bureau of Labor on Wages and 


Hours of Labor in the Iron and Steel Industry (1912). Seven-day work has been 
reduced, and a further betterment of conditions is possible. 
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over two million workmen, with their dependents, and one begins 
to comprehend the magnitude of the sociological and economic 
bearing of the closed-shop problem. 


Ill 


It will, then, be seen that there are two ways of maintaining a 
collective bargain—through a closed or through a contract shop. 
In both, the wage scale and conditions of labor are fixed by a trade 
agreement made by the union with the employer. The bargain 
itself in the one case is identical with the bargain in the other, save 
only that in the contract shop the employer reserves the privilege 
of hiring non-union men whenever he chooses. Theoretically, 
however, this is the fatal objection, for gradually non-union men 
will be substituted for union labor, the employer gradually becomes 
more and more free from the influence of the union, and eventually 
the trade agreement is broken when conditions demand a lowered 
cost of production or higher dividends. When the employer him- 
self is not the cause, friction between union and non-union men in 
the shops aids in accomplishing the result. In short, the theory 
of American trade unionism teaches that when the closed shop 
goes, eventually unionism goes with it. 

In treating of a field as large as that of the later history of 
unionism, it could scarcely be expected that each case of union 
breakdown should be considered individually. Certain typical 
cases, however, will serve to demonstrate that the closed-shop 
unionist is not without historical foundation for his position. It 
may truthfully be said that no great contract-shop union, however 
strong it may have been, has maintained itself (lacking some special 
privilege such as the check-off system among the United Mine Workers) 
without constant warfare, and usually repeated failure. 

The citation of one great union will serve to illustrate the point 
in question, so far as the influence of a contract shop in causing 
internal friction and the consequent weakening of the union 
through lapsing of dues is concerned. The union workmen in the 
anthracite coal fields lack the perfected organization found in the 
bituminous district, not only so far as the actual percentage of 
members is concerned but in the way of advantageous trade agree- 
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ment as well. It will be remembered that at the conclusion of the 
strike of 1902, practically all the demands of the strikers were 
granted with but one exception: that for the closed shop was 
denied. The original agreement as drawn up in that year held 
three years, or until 1905. In the meantime the union had a 
desperate struggle to maintain a respectable organization. “Upon 
the consummation of a favorable agreement with the employers, 
the membership fell off seriously and more or less immediately. 
The union men, seeing others in and about the mines getting the 





same advantages as themselves but paying no dues, and lacking ) 


the foresight to see the need of maintaining their strength, soon 
permitted their dues to lapse; the total membership fell off, and 
the union found itself in anything but fighting trim. The result 
was that in 1905, just prior to the expiration of the agreement, 
John Mitchell spent months of constant labor in the field in an 
effort to get the union back in a condition where it could demand a 
renewal of the old contract. He succeeded, but the subsequent 
effect upon the union organization was the same, and again in 
1909 the labor had to be repeated. Even so, a mere renewal was 
all that could be secured, as the union was in no condition to 
advance any new demands. As a result of this experience there 
has grown up an ever-increasing demand for the closed shop. When 
the contract expired this spring (1912) the union insisted that a 
clause, meeting this demand, be inserted in the agreement." A 
refusal very nearly led to a strike in the anthracite fields. 

_ The same conditions are true of other organizations. The Jews 
in the garment trades organize under the pressure of necessity as 
do few other races. Almost immediately upon the achievement of 
a victory, however, dues lapse, the union organization breaks down, 
the employer violates his contract, and the whole fight has to be 
made over again. In the packing industry much the same situa- 
tion prevailed. In the strike of 1904, for instance, ‘the demand 
for a minimum wage above the market rate was also found neces- 
sary to the permanency of the union, since it was found that those 
who received only market wages refused to pay dues.” 


? Since the contract has expired in March, the union has demanded a check-off 
system similar to that in force among the bituminous miners, but without success. 
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/ But potent a factor as this friction is, the attitude of the 
employer is a far more important one. The more or less gradual 
widening of the gap offered the hostile employer through the 
contract-shop bargain—the steady replacement of union by non- 
union labor—this is, and will always continue to be, the chief point 
of attack against American trade unionism. Definite data and 
‘ conclusive proof of the process are ofttimes difficult to obtain; of 
its employment wherever possible there can be little question. 

If the well-known facts connected with the Homestead steel 
strike of 1892 be recalled the effect of the contract shop may be 
seen ata glance. Mr. H. R. Frick came to the Carnegie Steel Mill 
in 1888 from the Connellsville district, where he had been the 
leading coke producer, and where his antagonistic attitude toward 
unionism had been very apparent. Within six months after his 
coming to Homestead the first serious labor difficulty in the history 
of the mill arose; and it was the common belief among union men 
that deliberate attempt was being made to force a conflict and 
oust the union. At that time an agreement was reached, however, 
which was to hold for three years. At its expiration in 1892 a 
second contract was offered the men, drawn up largely by the 
company itself and purposing a second reduction in wages. A 
refusal was probably expected,’ and when it came an ultimatum 
was issued to the effect that the company would thereafter treat 
with the men only as individuals. The strike ensued and was 
lost, largely through the importation of low-priced immigrant labor. 
Can there be any doubt as to the efficacy of any trade agreement 
not providing for a closed shop in a struggle against an employer 
as hostile as Mr. Frick? The only question would be one of time. 

A much more recent example of the same tendency is that of 
the contest between the Seamen’s Union on the Great Lakes and 
the Lake Carriers’ Association, which began in 1909 and con- 
tinued for over two years. The employers, through their organi- 
zation, announced that they would in no wise recognize the union 
or confer with its representatives, and a strike was declared. It 

* The refusal was doubtless a mistake on the part of the union, however, as the 


agreement was not, on the whole, as objectionable to the interest of that organization 
as the refusal would lead one to suppose. See North American Review, CLV, 355. 
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proved ineffectual, however. At the present time, although there 
are both union and non-union men employed by the Association, 
the latter greatly outnumber the former, and through the instiga- 
tion of the “‘welfare plan” active union men who prove themselves 
in any way undesirable to the employers are promptly blacklisted. 
This ‘“‘welfare plan” (“‘hell-fare,” the union men call it) is admi- 
rably designed for eradicating union labor and increasing the sub- 
serviency of the employees. According to the plan, when the 
season opens each seaman, upon the payment of one dollar, is 
given a “discharge book” which he deposits with the captain of 
his vessel. If during the season the man’s work has proven satis- 
factory and no criticism has been made of his conduct the book is 
returned to him and so indorsed. If not, it is sent to the Associa- 
tion headquarters. The effect upon the union of such a plan calls 
for no discussion. 

This is more than a mere recital of lost strikes. The methods 
here employed attract, perchance, the more attention because of 
the importance of the trades concerned or of the dramatic features 
connected with the case, but the results are not confined to the 
industries cited. The Iron Moulders, the Tin Plate Workers, the 
Garment Workers, and the packing trades have suffered similar 
losses, and for substantially the same reasons. They all worked 
in contract shops, and when the lower-priced foreign labor came 
into the field to compete with the union scale, they had no means 
of defending themselves or their organizations. Economic condi- 
tions demanded a closed shop, and the failure to secure it resulted 
in the failure to maintain unionism at all. Reorganization has 
sometimes been effected, but this time the demand has been uni- 
versally for the closed shop, not merely for recognition of the union. 
Thus the Shirt Waist Makers in New York City have succeeded in ‘ 
securing the preferential shop, in which the employer agrees to 
employ only union labor so long as the supply is adequate. The 
Iron Moulders have succeeded in securing the closed shop in some 
of the smaller mills, although the larger employers are still living up 
to their written agreement to discriminate against union men, and 
in 1906 there were 357 cities where an open shop was maintained. 
“Unionism,” says Samuel Gompers, “cannot maintain itself 
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short of a life-and-death struggle unless it be granted the closed 
shop.” The immigration from southern Europe in particular has 
led to a steady substitution of races in most trades employing 
unskilled labor. The resulting competition has been most intense. 
The economic pressure thus caused has necessitated that American 
trade unionism demand a form of organization which could not 
otherwise be countenanced. Indeed, it has come to be the usual 
thing among large concerns to have an employment bureau which 
consciously and intentionally employs men because of their race. 
An effort is made to keep men of all nationalities at work around 
the plant and to maintain a fixed numerical ratio between them 
in order to prevent effective combination. Combine with this a 
system of spies and add an employers’ association and no further 
argument is needed to demonstrate the inadequacy of a contract 
shop bargain. 
IV 

There are great and successful unions which are not demanding 
the closed shop, which have got along for many years without it, 
and which have nevertheless suffered nothing in their strength in 
consequence. Such is the case with the Railroad Brotherhoods 
and with the United Mine Workers. If these can get along under 
the contract shop, why need any union ask for more ? 

There can be no gainsaying that the Railroad Brotherhoods 
form perhaps the strongest of our American unions. There can 
be no doubt but that, nominally, at least, these Brotherhoods work 
under a contract-shop agreement. But the explanation lies in 
the existence of peculiar conditions in the railroad business, rather 
than in the weakness of the principle laid down above. Conditions 
prevail in this particular industry which make it possible for a 
contract shop to exist—conditions which would support a contract 
shop in any line were they present. Let them be absent, how- 
ever, and a movement for the closed shop seems essential to the 
permanency of unionism in that trade. What are these conditions? 

In the first place, the union is practically synonymous with the 

* This is true only in name. In actual fact, as the discussion shows, the Brother- 


hoods have not a contract, but, to all intents and purposes, a closed shop. The same 
thing is true of the United Mine Workers in the anthracite fields. 
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men employed. Ninety per cent, and over, of the men in the rail- , 
road business are members of some one of the Brotherhoods, and, 
what is equally important, this membership is a constant quantity. 
In the Brotherhood there are a number of reasons for this fact. 
To begin with, the unions are sixty years old, and there is a long- 
standing tradition among railroad men to support the union. The 
trade is highly skilled and the men unusually intelligent. They 
recognize the necessity of supporting the union at all times if it is 
to present a strong front to the employers. Moreover, the unions 
possess strong insurance features. The men, unable to get insur- 
ance elsewhere at low rates owing to the danger of their calling, 
have a powerful inducement to remain in the union, and to keep up 
their dues. In other words, the union, having nearly all the men, and 
suffering little for fear of a lapse of financial conditions, is always in 
a shape to demand reasonable concessions from the employer. 

In the second place, the men work upon a public utility. Hence 
public sentiment, always more or less opposed to great aggregations 
of business, naturally favors the unions.* This is not justifying this 
sympathy. But the sympathy is undoubtedly present, the unions 
depend upon it, and partly because of it they do not always feel the 
necessity of going to the full limit of demanding the closed shop. 

Again, the employers in the railroad business are a “‘strong, 
well-disposed association,” which means that an agreement made 
by them is enforced upon each and every member of the organiza- 
tion. No individual member underbids his competitor in the 
matter of wages nor works his employees more hours than the 
agreement permits; nor, on the other hand, are non-union men to be 
found who can constantly underbid the union scale. In other words, 
the 6 or 7 per cent of the men who are willing to accept union benefits 
without paying union dues can be well enough neglected by the 93 
per cent who are active members of the Brotherhoods.? 

* This is usually true at the outbreak of a strike. Sentiment may, and often 


does, change if the struggle is prolonged unduly. Note also the part played by public 
opinion in winning the Lawrence strike of 1912. 

? It should be constantly borne in mind also that the Brotherhoods are not sub- 
ject, as are a majority of the other trades, to corruption from cheap child-, immigrant-, 
and woman-labor. In the case of the railways, too, the Interstate Commerce 
Commission sometimes interferes in the case of wages. 
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A fourth fact to be noted is that the trade agreement covers 
union and non-union men alike. There is no choice to be made 
in conditions by the employer as between union and non-union 
labor. What is probably of greater importance, under the agree- 
ments all disputes are settled by a board of arbitration composed 
of representatives of both parties. The union thus is adequately 
represented in all alleged violations of the original contract, whether 
the offender be a member of the union or not. Such being the case, 
it becomes a practical impossibility for the employer unjustly to 
discriminate against the union man, which is always the loophole 
which the contract shop presents to the employer and which has 
caused the downfall of so many trade unions. 

Finally, the railroad business is one into which new capital 
cannot readily get. In the building trades, an individual con- 
tractor may with a little borrowed capital bid for a job, pay lower 
wages than are demanded by the union scale, and the employer 
using union labor is compelled either to break his agreement or 
go out of business. In the railroad business such a thing would 
obviously be impossible, and the employers are safe from under- 
bidding competitors and the laborer from the lower standard non- 
union man. 

In the case of the United Mine Workers, many, though not all 
of these same conditions are found to be present. To compensate 
for any that are absent, we find an admirable check-off system." 
Not only are a majority of the men in the union, but the union 
dues are collected before the laborer even obtains his pay envelope. 
Again there is present a permanent rank and file comprising most 
of the men in the business, working under an advantageous con- 
tract. The employers not only refrain from fighting the union, 
but actually permit the general organization of the entire field 
without opposition. The union, nominally working under a 
contract-shop agreement, is to all intents and purposes an air-tight 
closed shop. 

There are economists who urge that the failure of certain unions 
to maintain themselves is chiefly due, not to the kind of shop which 
chances to be present in the particular industry, but instead to the 


* See Quarterly Journal of Economics, August, 1911. 
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formation of a large corporation or trust. It is said in the steel 
industry, for example, that the trust would have crushed the union 
regardless of the kind of shop which had previously been main- 
tained. It is true that there is some evidence to support such a 
contention, and there may be reasons for believing that in certain 
instances this is the truthful explanation. However that may be, 
it is certain that if a closed-shop bargain cannot be maintained 
against a trust a contract shop would likewise fail. Indeed, the 
one great source of advantage of a large corporation over the small 
producer is its ability to secure large quantities of cheap, foreign 
labor. Moreover, while not one union working under a collective 
bargain which permits the employment of non-union labor has as 
yet successfully withstood the attacks of a large corporation, 
several closed-shop unions, or unions approximating them, have 
been victorious in such contests. 

The Elevator Constructors, for instance, have successfully with- 
stood the Otis Elevator Company for a good many years. Both 
the Railroad Brotherhoods and the United Miners, mentioned 
above, have maintained the integrity of their organizations in the 
face of conditions approximating those which confronted the Amal- 
gamated Steel Workers prior to the Homestead Strike." Today 
they are still respected by the employers, and those employers have 
control of the field. Not only has this been true in the past but it 
will doubtless be increasingly so in the future, as immigration tends 
to fall off, and as the newly arrived laborer learns the power lying 
in organization and becomes thoroughly Americanized. Nothing 
demonstrates this latter fact better than the recent strikes among 
unorganized labor It would seem then, that some more funda- 
mental reason must be found than that of the mere existence of a 
trust if we are to explain the breakdown of the contract shop and 

‘In fact, the chief bone of contention between the mine operators and the union 
is now the fact that the latter has not been able to organize the fields of central Penn- 
sylvania and West Virginia. The employers welcome unionism because it equalizes 
such competition as exists and prevents operators who pay a lower scale of wages 


from underselling them. The strike in West Virginia is in progress as this goes to 
press. 

? Note in this connection the Chicago Garment Makers’ strike in 1901, the strike 
at McKee’s Rocks, the Bethlehem Steel sirike, and the Ludlow (Mass.) Manufacturing 
Associates strike. 
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understand why men fight for the closed shop in the face of all 
opposition. That explanation lies in the inherent weakness of the 
one and the impenetrability of the other when it comes to the 
maintenance of satisfactory trade agreements under American 
conditions. 


V 


Like every other propaganda, the closed-shop movement has 
been criticized, not always on the best of grounds. The objections 
have been many and varied. They range from sound economic 
reasons to foolish sentimentalities. Most of them are not new, 
and the usual answers to them are not unknown. They may 
therefore be safely passed over without comment. Others call for 
more careful attention and analysis. Many of them are equally 
applicable to unionism as a whole; some are aimed particularly at 
the closed shop. Not a few of those directed avowedly at the 
closed shop as such, have been advanced by professed advocates 
of unionism in its other forms, who fail to see that their arguments, 
if true, invalidate their own case quite as much as they do that 
against which they are specifically directed. Of this nature, are 
the common pleas against violence, against restricting the “‘per- 
sonal liberty”’ of the non-unionist and of the employer, and against 
a minority of labor attempting to dictate to a majority. The 
jurisdictional dispute argument, possibly the strongest one that 
can be raised against unionism, resolves itself into a question of 
wages and union organization, and at that is not by any means 
peculiar to closed-shop conditions—note the experience of England 
as well as that of many of the American contract-shop unions. 

It may not, however, be out of place to call attention to an 
argument advanced within recent years against unionism as such, 
which has been given increasing weight among certain economic 
thinkers. It may be stated briefly thus: unionism is becoming a 
thing of the past as an active industrial force; numerically, it is 
decreasing;' industrially it cannot maintain itself against large 
combinations of capital; economically its work has been accom- 
plished. A detailed examination of this phase of anti-union argu- 


* See Quarterly Journal of Economics, XXIV, 564. 
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ment would of course be impossible in this connection.' Certain 
points may be noted, however, regarding it. It is far from settled 
that unionism, either numerically or financially, is declining. Recent 
reports from the American Federation of Labor tend to discredit this 
statement. The contention that its work has been accomplished 
can be sustained with even less success. Much favorable legisla- 
tion has indeed been secured, but the question who shall amend or 
supplement existing codes as conditions change, or who would be 
sufficiently interested to insist upon its enforcement even when 
secured, has as yet no answer if we except unionism, or its parallel, 
a labor party. The effect of trust formation has already been 
touched upon, and will be noted again later in the discussion. 

There are, however, arguments which hold with peculiar force 
against the kind of shop under discussion. Of these, two are 
worthy of particular notice. One of these (and the more serious) 
is the charge that the closed shop leads inevitably to the closed 
union. The other is the physical restriction of output argument. 

Of these two, the latter is perhaps the less important for the 
present purpose, and the more easily disposed of. Little that is 
new is to be urged, save that the condition is not one peculiar 
either to the closed shop or to unionism as a whole. In all the 
investigations of the United States Bureau of Labor? there was 
found but one instance of a closed shop that restricted the output 
of the mills to a noticeable extent. That was the case of the 
window-glass industry. Here it was done admittedly, but in con- 
junction with the employers, to avoid.an actual flooding of the 
market. The Bureau of Labor went on to point out that restric- / 
tion is by no means limited to union shops; on the contrary, it is 
found in most non-union mills. The principle is shown to be 
widely prevalent among American wage-earners, and to be prac- 
ticed by the vast majority of them. The report says: 

The non-unionist does not change his nature when he becomes a unionist; 
he merely acquires more power to do what he wanted to do before. In fact, 


some of the restrictions investigated have been found as strongly enforced in non- 
union establishments as in union establishments (machinery, iron molding, 


It may be noted that the Industrial Workers of the World, as well as many 
socialists, also assume this position. 
2See Report of Bureau of Labor on Restriction of Output (1904). 
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‘ pottery). In the vast majority of instances, the restriction, upon examination, 
has been found to be justifiable as a prevention of excessive speeding and pace- 
setting. Moreover, the cases are very few where the employer has in the long 
run suffered any serious loss as a result of this restriction. In the building 
trades (where the closed shop is the rule) the employers who produce the better 
grades of goods have joined with the unions in approving of restriction in order 
to protect themselves from the competition of inferior grades of work. It has 
been found that a much higher grade of goods or work is produced in those | 
trades where restrictive measures are practiced. 


In the same Special Report of the Commissioner of Labor is 
given a table comparing the production of mills of a similar size in 
the boot and shoe industry. According to the figures given, the 
average weekly output in the union mills per man is 26.6, while 
in the non-union mills the output on the same basis is but 24.0. 
In time, this represents a weekly gain per mill of over 21 hours, or 
of 9} per cent in favor of the union shop. The contractors in the 
construction of elevators in New York City say, ‘‘We have no 
complaint to make about our men; they do good work.” “I am 
satisfied that they have no rules restricting output,” said another. 
The Commission says: ‘‘ None of the bricklayers in New York com- 
plained of any restriction of output by their employees. All of them 
considered that under present conditions the bricklayers were doing 
enough work.”’ Mr. W. M. Murphy, vice-president of the Painters 
District Council testified as follows before the Industrial Com- 
mission’ regarding the complaint of the master painters that 
restrictive measures were practiced: “The only man that ever 
limited a day’s work during my work in the city [Chicago] was the 
master painter, and the limit they put on it is a man’s endurance. 
As a general rule they pick some husky young fellow and he starts 
off regardless of how he does the work; the amount of work he 
does, they base the day’s work on that—they expect every man 
to follow that. It has got to be so bad in my trade that when the - 
gray hairs begin to show in a man’s head—say a man gets to be 
forty-four or forty-five years old—it is impossible almost, except 
in a most busy season, for a man to get a job. His abilities as a 
mechanic don’t count; it is speed they want. They are the men 

that limit a day’s work.” 


* Vol. III, p. 454. 
2 Cf. editorial in New York Times, February 17, 1912. 
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By far the more important charge, once the practical necessity 
of the closed shop be granted, is that it leads to the closed union. , 
It is claimed that such is the natural outcome of a closed shop { 
policy—that it is so in theory and has been the case in practice. 
Let us see how far this is true. 

A closed shop may become a closed union in one of a number 
of ways: it may actually exclude new apprentices, or it may raise 
the initiation dues so high as to exclude them for all practical 
purposes. The limitation of apprentices may also be practiced 
and may lead to the same result. More will be said of this later. 

Of the actual exclusion of new apprentices the least may be , 
said. It can scarcely be denied that such has in rare instances 
been the case. However, it has been so infrequent that so far as 
practical results are concerned it may as well never have existed. 
It is not to be supposed, were there an actual need of labor in an 
industry attempting such an exclusion, that artificial regulation 
would long prove effective. The manufacturer would scarcely 
consent to a serious curtailing of his contracts nor the public to 
the payment of excessive price, one of which conditions must result 
were the union to refuse persistently to yield to the demand of 
non-union laborers for admission to the shops under one form or 
another. The Commissioner of Labor, in the special Report on 
the Restriction of Output referred to above, said that he found but 
one local instance of actual exclusion—the stone cutters in New 
York—and the restriction was later removed owing to outside 
pressure toward that end. Even here some apprentices were 
admitted. After all, apart from economic considerations, the 
practice is so thoroughly un-American that it is seldom permitted. 
Surely there should be no alarm for fear the custom might become 
general or serious in its nature. 

The limitation of apprentices is a far more common practice; 
in fact, there is an effort to secure such limitations among the 
majority of trade unions. The findings of the Commissioner of 
Labor well represent the conditions existing with respect to this 
practice. The Commissioner treats the limitation of apprentices 
not as a means of creating a closed union, but as a phase of restric- 
tion of output. In the Eleventh Special Report the following words 
are found: 
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Practically all of the unions investigated in this report have regulations 
limiting the number of apprentices or learners, and even in a few cases exclude 
them altogether (pant makers). Where the number is limited to a certain 
ratio, the union establishes a period of apprenticeship. In several cases 
(glass, potteries, moulders, building trades) the proportion of apprentices is 
determined in joint conference with an association of employers. In all cases 
the argument advanced for limiting the number of apprentices was the desire 
to give an all-round training in the trade; to prevent the employer from sub- 
stituting cheap labor under the guise of apprenticeship, and to adjust the 
supply of labor to the demand. A very few local unions besides limiting the 
number of apprentices, go farther and establish high initiation dues and onerous 
examinations, occasionally making the fee for foreign immigrants higher than 
for citizens. ... . A “Closed” association or “Closed” union is one which 
does not admit new members. Only one local union has been found which 
adopted this policy (New York stone cutters). But the protest from other 
parts of the country led to its repeal. Even this local admitted a limited 


number of apprentices. ... . Consequently these [capitalistic] associations 
sometimes go farther [in restriction of output] and adopt methods to limit the 
number of members, . . . . or make an agreement with the trade unions to 


deprive them of workmen (building trades, window glass).* 


The mere fact that a union limits the number of apprentices 
in its field is of itself no proof that that act is one to be condemned. 
The conditions with which the union has to contend and the cir- 
cumstances connected with the production of the commodity are 
factors in the light of which the action of a union in this respect 
is to be judged. When, for instance, it is learned that in the 
window glass industry no one can become an apprentice whose 
“father is not a full-fledged citizen,” and that no member not 
already a citizen can accept a blower as an apprentice, and that 
only sons or brothers of blowers are permitted to become appren- 
tices, the cry goes up, “‘There is a union as closed as ever was a 
craft guild of the fourteenth century.” But an examination into 
the conditions of the industry show that in a large part this limita- 
tion is justified and is accomplished by joint action with the 
employers. The demand for window glass is relatively inelastic; 
with the present supply of 4,000 pots, the 2,500 blowers—all union 
men—can supply the entire demand in from four to six months, 

* See also Adams and Sumner, Labor Problems, pp. 248-49; Apprenticeships in 


American Trade Unions, Series XXVI, Nos. 11-12, of “Johns Hopkins University 
Studies.” 
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working only union time and producing a million boxes a month. 
“Altogether the consequence is that while the factories are working, 
the output is beyond the current demand for building, the stock 
is piling up in the hands of the employer unless he can get a jobber — 
to take a part of it off his hands. In either case the carrying cost 
is heavy, the weaker manufacturers, if compelled to sell, do so at 
a heavy sacrifice..... Price cutting at such times becomes 
utterly reckless.’”” Obviously, in such a case the addition of more . 
men would be little less than a calamity. / 

Nor is there considerable ground for complaint on the charge 
of excessive initiation fees. This is not to say that there are not 
unions which charge initiation fees which are too high to be wholly 
reasonable; the cases where these charges are prohibitory, however, 
are few and far between. Probably there is no union more maligned 
with this particular charge than the Elevator Constructors. The 
opponents of this particular union state the bald fact that the 
initiation fee into the union is $175—an outrageous sum. So 
indeed it would seem were this all there was to be said. But this 
fee is, in fact, divided into three charges—each part paid separately 
as the apprentice works his way up to the rank of a fully qualified 
workman. For a mere apprentice the fee is $20, which is not 
excessive when one considers that this sum entitles him to learn 
the trade—and he gets $1.50 a day while he does it. For the next 
state, that of a helper, the fee is somewhat more, $100. But the 
helper earns $2.75 a day all of the time. Upon reaching the high- 
est rank, that of a mechanic, the fee is $50, and the earnings are 
from $4.25 to $5 and over a day. Is this fee excessive when one 
considers that in return for it the apprentice learns a trade that 
yields him a comparatively high remuneration, at the same time 
that it gives him membership in a union more thoroughly unionized 
than almost any other ? 

How is it with other closed unions?? With the Brewery 
Workers the maximum local initiation fee is $10.00 and there is 
no national initiation fee of any kind. The Railroad Brotherhoods 
charge a local fee of from $1.00 to $5.00 minimum. The Typo- 

2 Report of the U.S. Industrial Commission, 1901. Attention should also be called 


to F. E. Wolfe, Admission to American Trade Unions, Series XXX, No. 3, of the 
“Johns Hopkins University Studies” (in press). 
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graphical union charges no local initiation fee and a national fee 
of but $2.00. The Stone Cutters charge $2.50 for apprentices, 
$10.00 for general local fee (which is raised to $25.00 in the case 
of foreigners without cards), and a national fee of a half the local 
charge. The Cigar Makers charge $6.00 initiation fee, payable 
‘in three instalments. Out of a list of ninety-three unions—includ- 
ing both contract and closed trades—given by the United States 
Industrial Commission, the fees ranged from nothing in a number 
of cases up to a maximum of $50, charged foreigners in the Flint 
Glass Workers union. The last sum, however, was unusual, for 
the next highest was $25, found in several instances. These 
figures, of course, must be taken in connection with subsequent 
dues, strike assessments, and so forth; which, while they must be 
paid by union men, in no wise tend toward closing the union. 

So much, then, for the notion of closed shop, closed union. 
The charge has not been substantiated in the past, nor is it likely 
to be in the future. The criticism in any form is based upon the 
assumption that there are in some trades not men enough satis- 
factorily to carry on the work—that wages are too high or condi- 
tions too good in some industries. No such trade has as yet been 
found. If it were in existence, it is safe to say that the pressure 
from outside of the union itself (as in the case of the stone cutters) 
would cause the removal of the onerous restrictions; if this did 
not serve, the employer could sooner or later safely yield to the 
offers of non-union men to work at reduced wages or longer hours. 
In any case, the situation is not materially different from that of 
an industrial corporation that seeks to rid itself of all competition. 
The only difference is in favor of the unions, for whereas the organi- 
zations of employers have no desire to regard their individual 
competitors save the desire to crush them, all the labor unions ask 
is that the non-union man recognize the community of interest 

_between himself and the union. As President Gompers says, “‘We 
do not deny the non-union man the right to work: but we do seek 
wherever it is expedient and possible, exclusive contracts to furnish 
the employer with labor. We believe that in this way the best 
interest of the workman is served. The doors of unionism stand 
open to all workmen in good standing. We hold it is morally wrong 
under modern conditions for a man to remain outside the union in 
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his trade. If he does so it is his legal right, but the union should — 
have the right to treat him as a competitor.” 


VI 


Such has been the economic basis for the closed-shop movement. 
So far as its immediate effect upon the employer, the general 
public, and the non-union employee is concerned, there is little dif- 
ference between the contract shop and the closed shop. The union, 
if strong enough to command a contract shop, is strong enough to 
compel respect from the employer and to influence the public and 
the unorganized workmen exactly as under closed-shop conditions. 
The employer must grant, and the non-union man must work 
under, the conditions laid down in the trade agreement. The hours 
will be as short and the pay as high. In either case the non-union 
laborer has as little “personal liberty” under the one as under the 
other. The public is as liable to suffer from “‘conspiracies to raise 
prices” under the one as under the other. Strikes, on the evidence 
of statistics, are less liable to occur with the closed than with the 
contract shop. 


One curious feature of the problem is the large number of employers who, 
after having been compelled to unionize their shops, have discovered that the 
labor question is a much less trouble than when they insisted upon the open 
shop... ss Where the union is confident that the employer will not (or 
cannot) take advantage of them, as is the case in the union shop, they join 
with him in disciplining the inefficient and unruly workman; but where they 
are continually fighting him, as in an open shop, they protect all their members 
whether efficient or not. If they know that the dismissal of one union man 
means only the employing of another union man, they do not inquire into the 
reasons for the dismissal as they do when it means the possible employment 
of a non-unionist.* 


Yet, in spite of these facts, with or without reason, the public 
has generally condemned the closed-shop movement. It is equally 
true that though the cause may be obscured, organized labor has 
almost universally demanded the closed shop. The query, there- 
fore, naturally arises: What will be the probable future result of 
the movement? Unfortunately, an unqualified answer cannot be 
given. On the other hand, certain well-marked (and perhaps 
inevitable) tendencies may briefly be noted. 


Independent, LV, 1218. 
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The movement among the laboring classes, as a class movement, 

will undoubtedly tend to become more and more clearly marked, and 
its direct influence will increase. This will result from a number of 
things. With the passing of the frontier to which restless labor 
leaders can migrate, as well as of much of the political corruption 
of the past into which these same leaders might be drawn and thus 
separated from the labor movement, men who cast their lot with 
organized labor will be more or less compelled to remain in the 
fight to the end. On the other hand, the centralization of capital 
and the organization of large-scale production will cause labor to 
feel more completely dependent, even as it increases the employer’s 
power in the contest with unionism. The inevitable falling off of 
immigration as time goes on will remove one of the greatest retard- 
ing influences which have prevented the formation of a strong class 
consciousness. Finally, the activities among the laboring classes 
abroad cannot help but react upon their American brethren. 

So much is certain. How the whole thing will work out in 
detail is conjectural. Two opposite tendencies, more or less dis- 
tinct, can be noted at the present time. One of these is toward the 
formation of a stronger and more influential unionism, particularly 
in those trades where monopoly is either impossible or, because of 
particular conditions, very limited in extent, and where (as in the 
building trades) services rather than commodities are supplied by 
the union. On the other hand, there is a tendency in some lines 
of industry for the labor organization to diminish as an industrial 
force. To take its place it is very possible that some kind of a 
labor party, socialistic or otherwise, will appear, just as parallel 
forces have caused its rise in Germany and New Zealand. The 
remarkable raise of the I.W.W. in recent years suggests yet another 
possibility. It is not at all impossible that these tendencies may 
ultimately supplement each other as they have done in England 
and as they are apparently doing in this country among the bitu- 
minous coal miners." Exactly what will be the outcome is a ques- 
tion of industrial evolution which time alone can definitely solve. 

Howarp T. Lewis 

HrraM COLLEGE 


«Note in this connection the practical capture of the United Mine Workers 
convention by the Socialists in January, 1912. 
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WASHINGTON NOTES 


THE RAILROAD RATE SITUATION 
INVESTIGATING ExPRESS CHARGES 

THE TREASURY AND THE BANKS 
RESERVE CONDITION AND GOLD STOCKS 
NATIONAL ORGANIZATION OF BUSINESS 
AN EFFortT AT MAKING A BUDGET 


One of the most significant economic questions brought forward for 
a good while for governmental disposition is that of railroad investment 
now being forced upon the Interstate Commerce Commission. As is 
well known, the Commission has for two years past followed quite con- 
sistently a policy of keeping railroad rates to a minimum and refusing 
any advances. A recent examination of the complete docket of the 
Commission since the end of 1910 shows that of 167 cases presented to 
it in which there was request for an advance in rates, only 19 have been 
approved. During the present autumn the effects of this policy have 
been made strikingly manifest in the current car shortage. Early in the 
summer, government reports called attention to the fact that there was 
to be an enormous yield in nearly all crops. This led railroad managers 
to a keen realization of the demands that would probably be brought to 
bear upon them during the autumn. The result was an earnest effort 
to secure the co-operation of shippers, boards of trade, and other com- 
mercial organizations in economizing cars. Two distinct lines of work 
were determined upon: (1) the roads early repaired and put into com- 
mission all the cars that could possibly be rendered available; (2) shippers 
were urged to send all possible freight early in the season, thereby reliev- 
ing congestion when crops began to move, and to hold cars as short a 
time as possible at destinations, thereby releasing them at the earliest 
practicable moment for other uses. Both these plans have been prose- 
cuted as far as circumstances would permit, and both have met with 
very considerable success. Coupled with the fact that not a few roads 
added materially to their equipment during the summer by the pur- 
chase of new cars, these efforts at relief yielded satisfactory returns. 
Yet it has remained true that as the autumn has progressed the roads 
have been painfully short of equipment. When pressed for an explana- 
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tion by members or attachés of the Commission, they have made answer 
that the present scale of rates does not enable them to enlarge their 
facilities for transportation as they would otherwise like to do, but com- 
pels them to keep their extensions down to extremely moderate figures. 
Another very effective commentary upon the Commission’s policy is 
afforded by the fact that several serious railway accidents obviously 
attributable to lack of safety appliances have recently occurred. In 
these, it has uniformly been testified that the failure to introduce the 
use of safety appliances more generally was due to relative lack of railroad 
revenues consequent upon a condition of largely increased expenses of 
operation while incomes remained stationary. Coincident with these 
developments has occurred a change in the loan market which will 
obviously necessitate the refunding of issues of bonds now falling due, 
at considerably higher rates of interest. This is particularly true of the 
older issues of securities which were floated some years ago at unusually 
low rates of interest. It is therefore evident that a higher charge for 
the use of capital will have to be paid by those who wish to continue 
the employment of even the borrowed funds at present invested in 
transportation. Advances in wages have been made by nearly all rail- 
ways during the past few years. Taken in the aggregate, these consti- 
tute an enormous addition to operating costs. The movement for the 
securing of higher wages still continues and will undoubtedly result in 
materially higher wages bills, as, for example, in the case of those resulting 
from the current arbitration proceedings designed to settle the contro- 
versies between the engineers and the railways, an announcement con- 
cerning which is shortly to be made. All told, the roads are faced with 
great increases in every kind of expenses—wages, supplies, capital pay- 
ments, and others—while revenues have been little more than stable. 
This is the position that is being brought to the attention of the Inter- 
state Commerce Commission by all classes of business men who are in 
any way affected by the prosperity or misfortune of the railway industry. 
The larger aspect of the case from the Commission’s own standpoint is 
seen in the fact that the mileage of the roads and their general ability to 
accommodate the public have not increased since the period of limitation 
of rates in anything like the proportion that was previously characteristic. 
The Commission is therefore called upon to decide whether it will adopt 
a different policy with respect to rate advances. Undoubtedly an in- 
crease in the rate charges is not desirable except for some very good and 
sufficient reason, but the fact remains that the question of a general rate 
advance is essentially, under the rate theories accepted by the Commis- 
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sion itself, a question of the financial position of the roads. This position 
has never been thoroughly inquired into by the Commission and remains 
for investigation before any general assumption adverse to higher rates 
can be successfully defended. It seems likely, therefore, that the 
Commission will now be forced into a new position on the railroad 
question. Feeling the pressure from all parts of the country, it has 
already authorized an investigation of the causes of car shortage. 


Closely connected with the question of railway revenues and expendi- 
tures is the controversy with respect to express company rates. By 
the terms of the latest revision of the Interstate Commerce act in 1910, 
the Commission was authorized to act as a regulator of express com- 
panies’ charges, these companies being thereby classed as common 
carriers, and subjected to the same governmental oversight as the other 
carriers. The Commission did nothing of moment under this legislation 
until the past summer, when it completed an investigation of express rates 
and practices. It then issued a tentative order correcting the rates and 
practices referred to; and, later, set October 9 as the date for beginning 
hearings on the subject. On that day express company representatives 
began presenting arguments which ultimately extended over a period 
of several days, resulting in the filing of a body of argument unprece- 
dented in the history of this controversy. The Commission had, in its 
tentative order, requested the companies to adopt a particular form 
of waybill, using different sizes and colors to denote prepayment or 
non-prepayment of charges, while other devices were resorted to for the 
purpose of protecting the shipper against overcharges and other imposi- 
tions on the part of the companies. The latter now report that they 
have fully complied with the directions of the Commission in these 
particulars. Another request made by the Commission was that the 
zone or block system of rates be established. The country was tenta- 
tively divided into a large number of blocks, each 50 miles square, and 
rates were to be established between these different areas upon a system 
worked out by the Commission. To this element of the plan the com- 
panies also show themselves unexpectedly ready to conform. But the 
final feature in the Commission’s plan—the reduction of rates from their 
present level to one much lower—is strongly resisted by the companies. 
They have urged the view that such a reduction as is favored by the 
Commission would mean the necessity of reducing the payments made 
by them to the railroads under their transportation contracts with the 
latter. Inasmuch as the express business is a highly important element 
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in railway revenue, the difficulties of the situation are considerably more 
extensive than they would be if the express companies alone were affected 
by the proceedings or than they would be if the current revenues of the 
roads were not already at so low an ebb as compared with receipts, 
owing to the systematic work of the Commission in curtailing rates or 
absolutely refusing rate advances. In the Commission’s original tenta- 
tive order on the subject, it was stated that the companies had but little 
property apart from their contracts with the railroads. Largely on this 
was based the suggestion that a much smaller net income would amply 
suffice for the companies. It was apparently not realized that the first 
step of the companies would be the curtailment of their payments to 
the roads, at the earliest moment existing contracts would permit. 
Realizing this fact, the railways themselves have joined in the argu- 
ments before the Commission in order to demonstrate the injurious 
effects upon themselves that would follow the new decreased rate policy 
urged in the Commission’s express orders. 

The express problem has been greatly increased in difficulty by the 
action of Congress in adopting the parcels-post plan provided for just 
at the close of the last session. The effect of that plan, as is now well 
recognized, will be to transfer to the post-office a very considerable part 
of the business of carrying small packages, while the railroads will 
lose this element in their income from express companies and will find 
their postal incomes increased by a corresponding but different amount. 
Of this situation the argument submitted to the Interstate Commerce 
Commission in behalf of the companies says in part: 

The business of transporting packages not exceeding eleven pounds in 
weight represents a very large proportion of the total business of these respond- 
ents. While upon a very great part of said transportation business in packages 
not exceeding eleven pounds the rates proposed by this commission are far 
below even the rates proposed by the government itself, yet on a very sub- 
stantial part of said transportation business in parcels not exceeding eleven 
pounds in weight, especially as to parcels of the smallest weights and for the 
shortest distances, the rates of the parcel post are lower than the rates proposed 
by the Commission; therefore, as to the business affected by such lower parcel- 
post rates, these respondents will presumably lose their business, or a very 
large part of it, to the parcel post. In view of this loss in volume of business 
with which respondents are confronted, it is manifest that the loss of gross 
revenue to these respondents, if they should put into effect the rates proposed 
by the Commission, would not be limited to the losses of revenue hereinbefore 
set forth, and which have been based upon respondents retaining their existing 
volume of business; but would include in addition serious losses in gross 
revenue due to the loss of business to the parcel post. 
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Moreover, the radical change in the character of respondents’ business 
which may be brought about by the loss to the parcel post of a great volume 
of the smaller packages will altogether upset any figures which the Commission 
may have made as to the apparent average cost per package to respondents 
of handling their business. 


An interesting economic condition due to the heavy business demands 
upon the banks is again seen in the reduction of reserves and the renewed 
appeal to the national Treasury for help. Practically since the end of 
August, there has been very strong interest among bankers and the 
more foresighted business public with reference to bank condition. It 
was early admitted that the large crop movement would necessitate the 
granting of extensive accommodation by the banks with corresponding 
pressure upon the reserves. During the latter half of September, the 
decline of reserves in the clearing-house cities had been very severe, and 
in several places the banks were forced close to the danger line. The 
consequence was a loud call for government aid. In deference to these 
demands, Secretary MacVeagh, who has had about $90,000,000 that 
might at a pinch have been deposited, had ordered an inquiry into the 
situation by officers of the Treasury Department. The outcome of this 
inquiry was an unofficial announcement at the opening of October that 
no Treasury deposits would be made, followed shortly thereafter by an 
equally unofficial statement of a plan for the limited relief of the national 
banks. This plan consisted in the placing with the banks of gold or 
gold funds equal to any amounts, importation of which might be arranged 
for, such funds to be available as soon as provision should be made for 
the importations desired. This was practically a revival of the plan 
followed by Leslie M. Shaw when secretary of the Treasury, whereby 
the banks were permitted to count as part of their reserves any importa- 
tions of gold they might engage abroad, so soon as such engagements 
had been entered into. The only difference between the original Shaw 
plan and the present undertaking of the Treasury is that the latter 
takes the government gold from the vaults and places it in the hands 
of the banks as soon as officials are assured that they are protected by a 
bona fide arrangement made by the bank in question with a foreign 
shipper. This revival of the deposit policy in a limited way, with the 
present slender Treasury balance, and the threatened extension of the 
policy to the old lengths so far as the government’s accumulations 
will permit, have renewed the discussion of the so-called Aldrich- 
Vreeland act as a source of relief. The topic has been carefully canvassed 
between bank and Treasury officers. One important result of the 
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conferences on the subject has been the renewal of the assertions formerly 

advanced by bank officers that the Aldrich-Vreeland act was unavail- 
able, and that nothing could be expected from it under any ordinary 
circumstances. It was formerly supposed that the unavailability of the 
act would largely disappear in a time of high money rates, but the experi- 
ence of this autumn when ordinary rates have been unprecedentedly 
high has added a new limitation to those previously recognized. It is 
now admitted that not only must rates be high before a resort to the 
act can be thought of, but that money from abroad must be practically 
unavailable. The latter condition has not obtained this autumn, since 
it has been felt by Europeans that every aid must be afforded the United 
States to facilitate the movement of the crops, while it has been conceded 
that our abundant harvests gave us the best of claims to the gold 
resources of Europe, since we could offer the unquestionable security of 
forthcoming cotton and wheat shipments to protect our finance bills. 
In spite, therefore, of some obstacles thrown in our way by the Bank 
of England, there has thus far been little trouble in obtaining the aid of 
European capital in financing our shipments. In short, the Aldrich- 
Vreeland act, as bankers have positively stated to the Secretary of the 
Treasury, is of no use and will never be resorted to until a time when 
European loans are more costly than the expensive facilities afforded 
by this anomalous law. The experience of this autumn has thus sufficed 
to place a wholesome check upon the pessimistic expressions used by 
some in view of the approaching end of the life of this act (May 28, 
1914), while the whole teaching of the autumn experiences of the Treasury 
and of the banks themselves has been that amendment of the present 
banking system is more than ever emphatically necessary and affords the 
only way out of a serious situation. Already capable Treasury officers 
foresee and predict a commercial panic within two years, if the heavy 
drains upon bank resources are maintained and the present process of 
industrial expansion continues at the existing rate. The doubly proven 
unimportance and unreliability of the Aldrich-Vreeland act emphasizes 
the fact that the country is today practically without any protective 
resource that would be open to it in the event of sudden stringency or 
pressure for immediate accommodation, to sustain a large fabric of credit 
threatened with disaster owing to some shock to public confidence. 


Probably the circumstance which finally determined the Treasury 
not to make direct deposits with the banks was the fact that just as the 
question was reaching a critical pitch returns from various parts of the 
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country showed a singularly high percentage of reserve in the country 
banks. These returns had already been asked for by the Comptroller 
as of September 4 and had begun to trickle in during the first half of the 
month. The showing made by the larger cities, usually announced 
first, was discouraging and, as already noted, caused some anxiety. 
But as the returns from the more remote parts of the country began to 
come in during the latter part of September, a position was revealed 
which seems surprisingly strong when it is borne in mind that these 
banks are usually dependent upon the reserve cities for accommodation. 
It appeared that in some regions the banks were decidedly well off, the 
rural institutions particularly showing, in many parts of the country, 
good surplus reserves. This state of things is shown by analysis to 
be symptomatic of an exceedingly interesting series of developments 
affecting bank condition. The first of these is the remarkable growth 
of fluid funds, the result of local savings, in the farming regions. This 
growth means that the local banks, if not allowed to become involved 
in long-term operations, are well supplied with quick assets and cash. 
The accumulation of these savings funds must be accounted the direct 
result of large crops and high prices which have placed immense resources 
in the hands of individuals who previously were in debt and dependent 
upon the local banks instead of being their creditors. Secondly, the 
banks themselves have been remarkably strengthened by the work of 
the Comptroller of the Currency, who, in a series of beneficial orders, has 
repressed many of the dangerous practices that formerly tended seriously 
to vitiate bank condition from many different standpoints. The 
most recent work done in this direction by the Comptroller’s office 
has been the checking of “‘excess loans” —that is, loans to corporations 
and to officers and directors of banks in excess of the legally permitted 
maximum. In a statement of results officially made public on October 
7, the Comptroller shows that he has now succeeded in reducing this 
excessive loan evil. Only about 7.1 per cent of the banks, or 526 in all, 
still report such loans. The importance of the showing thus made is 
better understood when the results of a recent inquiry into bank failures 
are recalled. This inquiry was intended to show how far the causes of 
bank failures could be traced. It appeared that while, as might be 
expected, bank failures were too closely entangled with many complex 
economic elements to permit the easy assignment of any one cause for 
their occurrence, it was true in nearly every serious failure that the 
“excess loan” evil had been present. In other words, therefore, the 
repression of excessive loans in a considerable degree implies the termina- 
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tion of bank failures in a perhaps similar degree. Comptroller Murray’s 
policy seems to have shown that it is possible to get an efficient guaranty 
of bank deposit by a new route—that of careful and sustained oversight 
of the conditions under which bank operations are carried on. Mr. 
Murray, as now announced, finds the evils of the past to be due, not 
only to excessive loans, but also to the overorganization of small banks, 
without regard to the banking requirements of the places where they 
were established. By throwing greater obstacles in the way of the or- 
ganization and chartering of unnecessary banks, a growth of weak institu- 
tions is avoided and at the same time existing institutions are relieved of 
undue competitive strain due to the necessity of meeting the conditions 
produced by the presence of too many institutions in a narrow field of 
business. How far this method of strengthening the national system can 
be successfully carried is uncertain. Thus far the benefits of the work 
have been due primarily to the personal efforts of Mr. Murray himself. 
A successor would very probably need the aid of thorough amendments 
to the national bank act on its administrative side. 


What may prove to be an enterprise of some economic interest and 
importance is seen in the recent organization of a chamber of commerce 
of the United States. Such a body was provided for as the result of a 
conference of business interests held in Washington last spring, and came 
into existence in an official way during the past August. It has estab- 
lished an official journal to be known as The Nation’s Business. The 
plan of the new chamber is that of a co-operative democratic organiza- 
tion consisting of representatives of existing chambers of commerce, 
boards of trade, and other commercial bodies. The organization expects 
from its Washington headquarters to keep the business interests of the 
country advised of existing conditions in public affairs and at the same 
time to exert an influence upon legislation in behalf of the combined 
commercial bodies of the country. It is desired to secure a charter from 
Congress and thus to give the organization a truly national character 
in form. The idea of this chamber is an old one, largely exploited at 
various times in the past, notably under the Roosevelt administration, 
when Secretary of Commerce and Labor Straus strongly urged a similar 
enterprise. Such a chamber was then organized but found no adequate 
field for its work, and, after a fitful existence of a year or two, finally 
disbanded. In spite of this failure, there has seemed to be an oppor- 
tunity for some such undertaking—as has been admitted in many 
different quarters. The objections are the difficulty of avoiding con- 
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flicts of interest between different business organizations and consequent 
loss of support or lack of harmonious sustaining action, and the further 
difficulty of developing a real field of large public usefulness from a 
non-partisan standpoint. With reference to a national charter there is 
considerable difference of view. The charter is desired as a sort of 
indorsement by Congress, yet is of course not necessary to the operations 
of the chamber. On the other hand is noted the danger that the organi- 
zation (which is now perhaps sufficiently national, having a member- 
ship of considerably more than 100 widely distributed trade bodies) 
might become local and sectional through the falling-away of organi- 
zations here and there. In the latter event it might conceivably become 
little more than the present so-called National Board of Trade, a largely 
local organization of no vitality. Its national charter would then be 
undeserved. 


President Taft has taken an unprecedented step in directing that the 
estimates for the next fiscal year of the national government shall be 
prepared in budget form. (Letter sent by the President to the Secre- 
tary of the Treasury,” etc., September 19, officially published October, 
1912.) The action is the culmination of a lengthy controversy between 
the executive and legislative branches of the government. In an order 
issued to heads of departments July 10, 1912, President Taft directed 
that the head of each department should “prepare two sets of estimates 
and summaries of estimates, one in accordance with present practice and 
one substantially in accordance with” certain new forms of statement 
which the President himself proposed. This order had been preceded 
by a message (June 27) in which Mr. Taft had transmitted to Congress a 
report criticizing the present methods of preparing estimates and had 
requested action by Congress making provision for a budgetary form of 
statement. Congress found difficulty in complying with the recom- 
mendations of the message, deeming that such a change as was therein 
requested would necessitate a change in present constitutional modes of 
legislating on financial questions. These, bad as they may be, are 
part and parcel of the governmental system of the United States. Con- 
sequently, in the legislative, executive, and judicial appropriation bill, 
passed on August 24, there was included the following provision: 

That until otherwise provided by law, the regular annual estimates of 
appropriations for expenses of the government of the United States shall be 
prepared and submitted to Congress, by those charged with the duty of such 
preparation and submission, only in the form and at the time now required by 
law, and in no other form and at no other time. 


accent nance 
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This was intended to avoid the confusion thought to be incident to’ 
an executive change of the sort proposed and to assure the submission 
of the estimates in their usual shape. Immediately after the adjourn- 
ment at the close of August, the President resumed consideration of 
the subject, and the official letter of September 19, already referred to, 
was the result. In this Mr. Taft said: 


If the President is to assume any responsibility for either the manner in 
which business of the government is transacted or results obtained, it is evident 
that he cannot be limited by Congress to such information as that branch may 
think sufficient for his purposes. In my opinion, it is entirely competent for 
the President to submit a budget, and Congress cannot forbid or prevent it. 
It is quite within his duty and power to have prepared and to submit to Con- 
gress and to the country a statement of resources, obligations, revenues, 
expenditures, and estimates in the form he deems advisable. And this power 
I propose to exercise. .... 

Plans which are well adapted to the needs of a highly technical and widely 
varied public service can only be properly prepared by those who must handle 
the details of business. Until some provision is made for laying before Con- 
gress a well-considered administrative program as a basis for legislative action— 
one for which the Executive must assume responsibility—the country cannot 
expect anything more than haphazard and wasteful management of public 
affairs. Such a method is necessary to the location of responsibility for 
inefficiency and waste. 


A direct issue has thus again been drawn between the President 
and Congress respecting an important administrative reform whose 
progress has thereby been placed in jeopardy, notwithstanding that a 
different way of approaching the subject would doubtless have enlisted 
the co-operation of congressional committees. The change to a budget 
form of statement has long been desired and the difficulties in the way 
have been of a practical nature. 
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Banking Reform. Edited by J. LAURENCE LAUGHLIN. Chicago: 
The National Citizens’ League for the Promotion of a Sound 
Banking System, 1912. Large 8vo, pp. xii+428. $2.50 net. 


In recognition of the fact that public opinion must sustain any legis- 
lation of a permanent character, the National Citizens’ League has sought 
to promote the necessary general knowledge upon monetary conditions 
by publishing for its members, and others, this volume containing “a 
plain, untechnical exposition of the defects of our present banking and 
currency system together with a discussion of the remedies” (p. iii). 
A brief but comprehensive list of the defects is given on p. iii; and 
throughout the entire work emphasis is laid upon the isolation and lack 
of proper co-operation between existing banks. 

There are excellent chapters upon “present reserve requirements’ 
(chap. iii); “commercial paper” (chap. v); “the control of the Reserve 
Association” (chap. xii); ‘the movement of cotton or the financing of 
the cotton crop” (chap. xix); and a favorable opinion by Professor 
J. P. Hall upon “the constitutionality of a National Reserve Assocjation”’ 
(chap. xxiii). Other chapters are included upon “our inelastic credit 
system,” “acceptances and a discount market,” “speculation and call 
loans,” “bond-secured and banking currency,” ‘‘the clearing-house 
system,” ‘“‘the Reserve Association as fiscal agent of the Federal Govern- 
ment,” and the “international position of the United States.” An 
explanation is given of the beneficent effects of a National Reserve 
Association upon small banks, state banks and trust companies, non- 
borrowers, small merchants, farmers, and the bank depositor. The 
subject matter, marginal topics, and systematic paragraphing recommend 
the work as a reference comparable with the report of the Indianapolis 
Monetary Commission of 1898. 

This book is not aimed to contribute much that is new upon banking 
theory. Where its conclusions involve principles they are such as have 
been indorsed by the editor in many of his earlier writings. For instance, 
high prices are not due to the large volume of money (p. 49); there can 
be no inflation (over-expansion) so long as redemption is maintained (p. 
142); inflation is the extension of abnormal credit, having “ nothing 
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whatever to do with the amount of currency in existence, or in circula- 
tion” (p. 190); and the “guarantee of bank deposits . . . . would not 
suffice . . . . since the most important requirement is not ultimate but 
immediate payment. ... . ” (p. 352). 

Some printers’ errors have crept in, such as “the rate of discount 
must be uniform to all applicants . . . . the banks in some districts 
where capital is scarce and rates high would not enjoy this provision. 
....” (p. 23); also “. . . . supervision of the clearing-house over its 
members has been extended . . . . a decidedly important function whose 
futility has been recognized ....” (p. 179). The conclusions upon 
p. 200 are open to question. The academic student will observe the 
absence of bibliography that would aid more intensive study. The 
works of the National Monetary Commission are scantily cited. 

The argument of the book supports unqualifiedly all parts of the plan 
for a National Reserve Association as proposed by the National Monetary 
Commission, To some this may appear unduly partisan. However, 
the officers of the National Citizens’ League have doubtless decided 
that the time has arrived for all of the advocates of banking reform to 
support with their united strength some kind of plan; that this plan of the 
National Monetary Commission has better chances of success than any 
other plan that has been proposed for some time; and that its distinct- 
ive features will constitute such an advance in monetary reform as to 
minimize considerably the importance of the criticisms which may be 
brought against it by the various schools of reformers—in short, the 
League appears to favor a unified plan rather than long debate which 
might end without fruit. For the purpose of educating and unifying 
public sentiment upon the need for banking reform this work is well 


executed and deserves wide circulation. 
J. F. EBERSOLE 
UNIVERSITY OF MINNESOTA 


State and Local Taxation. Addresses and Proceedings. Fifth 
annual conference under the auspices of the National Tax 
Association, held at Richmond, Va., September 5-8, 1911. 


v 


Columbus, Ohio: National Tax Association, 1912. 8vo, pp. 
485. 

The addresses, discussions, and committee reports contained in this 
volume of State and Local Taxation may roughly be classified under 
three heads: (1) reports on changes in the taxing systems ot certain states 
in which reforms have been attempted, and a general survey of the 
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tax legislation of the entire country for the year 1910-11; (2) taxation 
of corporations; (3) the reform and improvement of the general property 
tax. Among the more important developments noted under (1) are the 
enactment of an income tax in Wisconsin, the adoption of a “model” 
inheritance tax law in New York, a recording tax on mortgages in Michi- 
gan, and the reorganization of corporation taxation in California. 

In the field of corporation taxation Mr. Holcomb’s paper argues for a 
less legalistic, more business-like, and more centralized assessment and 
the adoption of the gross receipts basis of taxation. Mr. Foote also 
advocated the taxation of gross receipts, with the addition of “‘a differ- 
ential on the margin of difference between operating revenue and oper- 
ating expenses”’ for public service corporations. 

Consideration of plans for the improvement of the general property 
tax centered mainly around two propositions: (1) the apportionment of 
state taxes according to local revenue, or “a state tax on local govern- 
ment incomes,” as a substitute for the state general property tax; and 
(2) classification. It was argued that the former would do away with 
inequalities between different taxing districts, which always arise when 
the state tax is apportioned on the basis of valuations made by local 
assessors; that it would cause the taxpayer to scrutinize public expendi- 
tures more closely, thus bringing about greater economy in state and 
local government; that it would make possible a larger measure of home 
rule for localities. That it would not also result, in many instances, in 
penalizing progressive communities for the benefit of the unprogressive 
was not satisfactorily demonstrated. Furthermore, as Professor Bullock 
pointed out, it is far from certain that home rule, or “local option,” 
in taxation is in itself desirable. Aside from the fact that it is usually 
regarded as a preliminary move in the direction of a single tax on land, 
complete local option would involve the possibility of serious conflict 
between co-ordinate taxing jurisdictions, would endanger that state 
uniformity in taxation which the growth of modern business organiza- 
tions makes desirable, and might easily lead to impairment of the rights 
of non-residents and of minorities. 

In the matter of classification the committee report recommended 
further extension of the principle of special taxes for certain intangibles, 
such as the recording tax on mortgages (in place of the personal property 
tax), and a low, uniform rate on moneys and credits. For the improve- 
ment of taxation of tangible personalty, business taxes measured by 
external indicia were favored. 

In all of the addresses, many of which are not mentioned in this sum- 
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mary, the principal emphasis was placed upon administrative considera- 
tions, and this volume, therefore, like the preceding numbers of State 
and Local Taxation, contains much valuable material that is comple- 


mentary to the formal treatises on taxation. 
F. B. GaRVER 


UNIVERSITY OF CHICAGO 


Socialism and the Ethics of Jesus. By Henry C. VEDDER. 
New York: Macmillan, 1912. 8vo, pp. xv+527. $1.50. 


The name of Jesus has been one to conjure with in socialistic propa- 
ganda. Not infrequently have Christian ethics been invoked in sup- 
port of the socialist philosophy. Judging from the present volume, 
however, the pendulum seems to be swinging in the opposite direction. 

The major part of Professor Vedder’s book is taken up by a sketchy 
review of the history of socialism, together with an exposition and criti- 
cism of socialistic ideals and principles. Although these aspects of 
socialism have received fuller and abler treatment at the hands 
of numerous other writers, the attention given them in the book seems 
to be adequate for the general purposes of the author; for the point of 
chief interest is to be found in Professor Vedder’s analysis of the Chris- 
tian ethics and their application to the actual life of society. According 
to his interpretation, the teachings of Jesus have to do with the reform 
of the inner man, the salvation of the individual soul (p. 379). To 
improve social conditions, therefore, the stress must be laid not so much 
upon institutional changes in society as upon the spiritual regeneration 
of the individuals composing society (p. 382). Jesus sought to remedy 
the ills of life by working a change of heart—not a change of institutions, 
which is the means suggested by socialism. The blame for the social 
wrongs thus falls upon the sinfulness of human nature. “The fault is not 
in our stars . . . . but in ourselves that we are underlings.” This idea 
is put to good account by the author in his criticism of Marx’s value 
theory (p. 130). 

In the application of Christian ethics to society, the notion of spirit- 
ual re-birth plays a less important part with the author. The point of 
view here assumed by him is pragmatic. The appeal to Christian 
precepts is made chiefly for the purpose of vindicating or justifying 
existing institutions. Although Jesus himself led a celibate life and 
declared the mutual love of a man and a woman to be the only bond of 
marriage, yet this is construed to be a declaration in favor of monog- 
amy (p. 395). The exhortation of the Savior to renounce riches and 
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property does not mean actual renunciation but merely a willingness and 
readiness to make the sacrifice (p. 420). Even the cardinal precept of 
non-resistance is interpreted as justifying war and violence when the 
preservation of the life of a nation or an individual is involved (p. 429). 

The author has indicated a few minor points of agreement between 
socialism and Christian ethics but, on the whole, the reader is forced to 
the conclusion that the two philosophies are incompatible. This point 
of view is not the commonly accepted one. The argument, however, 
on which it is based—the depravity of human nature—carries little 
conviction. Brotherly love and non-resistance are the two cardinal 
principles in Christian ethics. The discrepancy between such a code of 
morals and a social philosophy based on class struggle cannot be 
adequately explained by a mere reference to natural human wickedness. 
The explanation is too simple to be above suspicion. Christian morality 
began its development in communities of lowly life and subject peoples. 
It is an individualistic philosophy. The soil best fitted for its growth 
is economic individualism which is the chief characteristic of the capital- 
istic form of industry. Under a different economic order, where 
equality is to prevail among the members of society, the virtues of 


mutual succor and non-resistance are of little value. 
L. ARDZROONI 
UNIVERSITY OF CHICAGO 


Applied Socialism. By JoHN Sparco. New York: B. W. 
Huebsch, 1912. 8vo, pp. xxvilit+333. $1.50 net. 


Mr. Spargo has in this book depicted for us what he conceives to be 
the probable political, social, and economic conditions under a socialistic 
régime. It is avowedly not a utopian attempt “to write the kitchen 
recipes for the future.” Only the broadest outlines are ventured. And 
such forecasts, according to the author, ‘‘must be logical deductions from 
the fact of economic, and social conditions and tendencies historically 
considered and evaluated” (p. 24). Of the different theories of the 
origin of the state, which Mr. Spargo here passes in review, the force 
theory is pointed out as being the one most generally accepted. The 
state is today and has always been a “class instrument,” its chief function 
being to protect capitalistic property. But it has at all times performed 
some non-repressive functions and these latter are constantly expanding. 
It is constantly becoming more social in its nature and is assuming 
increasing control over economic forces. The present state will not 
disappear but will be gradually transformed, until eventually the “Social 
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Revolution” which the author defines as a result and not a method will 
have taken place. The state instead of being an agency of class rule 
will have become the democratized agent of all the people. 

The form of government through which the new state will find 
expression is considered of no great importance. “No forms of political 
government,” it is held, “exclude class rule and none make it inevitable.” 
While the republican form would seem most compatible with the social- 
istic state, “there is nothing to prevent the continuance for long periods 
of constitutional monarchies” (p. 73). In all other matters the author, 
true to his English birth and education, is equally ready to yield on 
nonessentials, aiming only at the large general results. In so doing he 
is no doubt in accord with the tendency of the socialist movement as a 
whole. It is continually “molting,” as Bebel is quoted as saying in 
the Reichstag when accused of inconsistencies. The old idea that under 
socialism all production must be socialized is by no means here insisted 
upon. There would, the author thinks, in the early stages of socialism 
at least, be three kinds of production, namely, by private producers, 
by co-operative organizations, and by state industries, the latter of 
course including all such as had threatened to become monopolies or 
given rise to the exploitation of labor. 

Property rights and personal rights are, as Mr. Spargo points out, by 
no means unlimited under our present system. “It is probable,” he 
thinks, “that the realization of the socialist ideal and program would 
involve little or no extension of confiscatory action” (p. 103). “If the 
socialist state is ever realized,” he says in another place, “‘it will be a 
development of the capitalistic state, not a new creation” (p. 128). 
The use of money as a medium of exchange will be likely to continue 
under socialism at least into the indefinite future. The institution of 
marriage and family life will be further modified in the interest of equal 
rights and social welfare but will be in no danger of annihilation. 
Religion will be free and unhampered by the state in so far as there is 
no conflict of interest. 

Indeed it is hard upon reading this book not to feel that if liberalism 
and progressivism continue to liberalize and progress, and socialism 
continues to “molt” the twain must meet somewhere before many 


generations have passed. 
V. N. VALGREN 
UNIVERSITY oF CHICAGO 
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A History of Public Permanent Common School Funds in the United 
States, 1795-1905. By FLetcHER HARPER Swirt. New York: 
Henry Holt & Co., 1911. 8vo, pp. ix+493. 

It is a generally accepted notion that the movement for the establishment 
of free common schools received considerable impetus in the earlier stages of 
its development from the formation of permanent school funds. Very little 
definite information has been available, however, concerning the specific 
sources of these funds, their management, the aid they actually rendered 
school systems, the purposes for which they were established, and their finan- 
cial importance at the present time. It is the author’s intention therefore, 
to make available information on these topics. The method of treatment 
adopted is partly historical and partly descriptive. 

Part I deals with the more general aspects of the question. The principal 
source of school funds has been the proceeds of public land sales. The deposit 
of the surplus federal revenue, repayments to states for expenses incurred in 
war, and bequests from individuals have all, however, contributed in varying 
amounts. Of all the money that was poured into these funds by the liberality 
of the federal and the state governments only a small part remains. Mis- 
management of land sales, bad investments, bank failures, official dishonesty, 
and the Civil War have been the chief causes of the losses sustained. It is 
difficult to conclude from Professor Swift’s account what has been the financial 
importance of the aid furnished by permanent funds in the development of 
free common schools, although the statement is made (p. 5) that their existence 
is largely due to the creation of these funds. 

The purpose of the first funds established was to abolish the necessity of 
local taxation for the support of schools; and participation in the income from 
endowments was not conditioned upon the maintenance of a specific standard 
of educational efficiency. The second step was to make participation in the 
income dependent upon the levying of a minimum local tax. More recently 
additional requirements, such as the submission of detailed reports to central 
authorities and a minimum school term, have been placed upon all districts 
claiming the right of participation. What has been the effect of permanent 
state funds upon the centralization of school administration and the develop- 
ment of state systems of education are interesting questions which the writer 
does not discuss. 

On the whole the first part of the book is interesting and well written, 
The argument (p. 155) that when a state borrows money from a (school) 
trust fund the interest it must pay to the fund is “additional means of levying 
taxes” is not, however, entirely convincing, although the conclusion that the 
practice is bad might receive assent. Minor inaccuracies, such as the wrong 
date for the admission of Illinois into the Union (p. 108), the assignment of 
two dates for the adoption of the Wisconsin state constitution (pp. 62, 99), 
and the use of the term “fees for criminal offenses’ (p. 30), are not of much 
importance, but they are sometimes confusing. 
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Part II is devoted to ‘“‘A Summary of the Origin, Present Condition, and 
Administration of the Fund in Each State’’—all this in 230 pages! All that 
is attempted is the barest sort of outline of the history of the fund of each 
commonwealth together with some statement of present conditions. The 
value of the book is to be found in the first part. 


Social Evolution and Political Theory. By L.T.Hosnouse. New York: 
Columbia University Press, 1911. 8vo, pp. 205. $1.50 net. 


The present volume comprises a series of eight lectures given on the Beer 
Foundation at Columbia University in 1911. The lecture form has been 
retained with some revision, and additions have necessitated a ninth chapter. 

As is imperfectly expressed in the title, the lectures deal in a more or less 
connected manner with the general problem of the relation between evolution 
and progress. Putting aside as “unscientific sociological dogmatism” the 
proposition that all evolution means progress, the author considers whether it 
is to racial or to social evolution that we must ascribe any advance made by 
society during a given period of time. After a brief discussion, and a rather 
lengthy and unnecessary digression upon the subject of eugenics, he reaches the 
long-deferred conclusion that while “the biological conditions of human develop- 
ment are not such as to present any insuperable barrier to progress,” yet “we 
may expect to find progress if anywhere, rather in social than in racial modi- 
fications.” 

But if we are to appreciate progress it is necessary that the term when used 
should convey some clear and definitive idea. We must have some standard 
by which to measure the advance. Both needs are realized and they are met 
thus: “The object of social effort is the realization of ends to which human 
beings can reasonably attach value, that is to say the realization of ethical 
ends; and this being understood, we may suitably use the term ‘progress’ of 
any steps leading toward such realization.” And the “measure of progress” 
we may find in “the growth of the social mind and its control over the con- 
ditions of life.” 

Again, it is desirable that we be able to lay down laws of social evolution. 
But just as in biology a well-developed morphology was a prerequisite to the 
formulation of Darwin’s theory of evolution, so in the social sciences the con- 
struction of a social morphology must be the first step toward this end. In 
the chapter on “The Growth of the State” the author by way of illustrating 
the method of such work develops the outlines of a morphology of government. 
Then by making use of his definition and measure of progress, he concludes 
that he is justified in the statement that in this portion at least of the social 
field there has been both evolution and progress. There remains one objection 
which may logically be urged, namely, that perhaps “an advance in one respect, 
at one period or in one society,” is “balanced by losses in other respects, at 
other periods, or in other societies.” To the refutation of this possible argu- 
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ment he devotes an interesting and instructive but hardly conclusive lecture. 
The two final chapters make application of the social philosophy thus built up 
to modern problems. 

The lectures are the result of much and deep thinking and are intended to 
be constructive. Whether they succeed or not will be a matter of opinion. 
In style the book is entirely readable. In philosophy it is thoroughly abso- 
lutistic. 


La Mutualité agricole et l’assurance contre l’incendie. By Louis MAL- 
NouRY. Chaumont Typographie et Lithographie, R. Cavaniol, 
1910. 8vo, pp. 317. 

The author rightfully considers mutual insurance within the agricultural 
class as one phase of a larger general movement toward co-operation on the 
part of this class. The manufacturing, commercial, and laboring classes have 
by combinations within their respective ranks practically forced such a move- 
ment upon the farmers as the only means of retaining a reasonable amount of 
independence and a reasonable start of the world’s annual output of material 
goods. In other words, the farmers are forced either to co-operate or to sub- 
mit to being themselves “farmed” by the other classes to such an extent as 
to leave them relatively both impotent and indigent. 

In the matter of protection against losses by fire, or uncontrollable dis- 
asters of any kind, those are not wanting who are willing to protect them, but 
the price demanded is often exorbitant. In France, as the author, after pre- 
liminary chapters on the principles and history of insurance, informs us, the 
stock companies had toward the close of the last century fallen into the habit 
of demanding enormous profits. The dividends of these companies between 
the years 1879 and 1885 amounted to over 76,000,000 francs. For the year 
1901, the last for which figures are given, the receipts of these companies 
amounted to 122,000,000 francs, of which 116,000,000 were from premiums 
paid by the insured. Of this amount 58,000,000 francs were paid back to the 
insured for losses. The balance went to expenses and dividends, which latter 
amounted to 24,500,000 francs. 

A few large mutual companies and a goodly number of smaller ones in cer- 
tain localities came into existence in the last half of the nineteenth century- 
But it was not until 1900 when a suitable general law for the organization of 
“fire agricultural mutuals” was passed, that these companies became of general 
importance. Since that time such organizations have been formed in rapidly 
increasing numbers. By June, 1908, there were 1,442 companies of this sort. 
A number of larger companies (sociéiés) have also been formed for the purpose 
of reinsuring these local companies. Besides a saving of about oiie-third in 
insurance premiums—a rather small amount as compared with what most of 
our farmers’ mutuals in this country show—the author also finds in these 
organizations moral and social advantages. The plan of organization and 
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operation is discussed in detail. One chapter gives a brief summary of 
co-operation in insurance and other enterprises among the farmers in other 
countries. 


History of Fall River, Massachusetts. Compiled for the Cotton Cen- 
tennial by Henry M. FENNER under the direction of the Historical 
Committee of the Merchants’ Association. Fall River Merchants’ 
Association, 1911. 8vo, pp. 106. 


This little volume is the result of an attempt, by the Merchants’ Association 
of Fall River, to present a concise history of the largest cotton-manufacturing 
center in the United States, upon the occasion of its Cotton Centennial Carnival 
of June 19-24, IgII. 

In attempting to carry out this ambitious design, which has been little 
more than outlined, the historical committee was confronted with the task of 
preparing and publishing the book in the brief space of scarcely two months. 
The work has of necessity been made brief and is little more than a statement of 
facts in roughly chronological order. But such is unavoidable in any attempt 
to compress within one hundred pages a history of Fall River’s development 
from its settlement down to 1911. The cotton industry has been traced from 
the application for the charter of the Globe Cotton Mill in 1811 to the incor- 
poration of the Charlton and Pilgrim Mills in 1910—from no production to the 
present output of more than a thousand million yards in a year—a large task 
for a small volume. But the committee hopes that this work may prompt the 
undertaking of a more comprehensive history of Fall River. 


What Is Socialism? By James Boyte. New York: The Shakespeare 
Press, 1912. 8vo, pp. 347. $1.50. 

In the attempt to define socialism there is presented in this volume a very 
brief survey of the various elements and institutions which have been identified 
with a long-standing and world-wide movement. This brief sketch is followed 
by a description of the many ramifications of the socialist movement in the 
principal countries of Christendom. The primary purpose of the author is not 
to give a history of socialism but to make an appraisal of it. The author’s 
estimate of the movement is gathered into one single chapter at the end of the 
book. The conclusion here reached with regard to socialism is that “it could 
never be established” and “‘it could never be administered” because, “judging 
the future by the past and giving due consideration to natural law and to human 
nature, it is safe to say that there never will be a socialist state.” The inter- 
position of the implacability of a natural law and the incorrigibility or the 
immutability of human nature has ever been a refuge of the critics of socialism— 
even, as at present, in the face of a growing insistence upon social rather than 
individual ethics and responsibility. 








